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Is Our Economy Politics-Proof? 


ba OW 


MUCH political 
can the American economy stand 
without perceptible effect on the 
volume of production and employ- 
ment? Put in another way, how sus’ 
ceptible is economic activity to psy- 
chological influences? 

Today the American people are 
having an opportunity to observe how 
satisfactorily their economy stands the 
psychological shock of a drastic and 
unforeseen change in the political out- 
look. During the last 20 years the 
American economy has been develop- 
ing characteristics that make it far less 
sensitive than ever before to political 
uncertainties and that give it a con- 
siderable capacity to expand even in 
the face of somewhat unfavorable 
public policies. Furthermore, the de- 
velopment of the economy has been 
bringing about social and economic 
changes of historic importance that are 
reducing the differences between the 
political parties and are making quick 
and drastic shifts in public policy 
quite unlikely. 

There have been four principal de- 
velopments that tend to make busi- 
ness rather independent of changes in 
the political outlook: 

1. The growth of built-in stabil- 
izers. The growth of pension plans 
(public and private), of unemploy- 
ment compensation (including supple- 
mentary benefits), the large volume of 
expenditures by the federal, state, and 
local governments (amounting to over 
a sixth of the purchases of goods and 


uncertainty 





services), and the high personal and 
corporate income tax rates all work 
to limit the effect of a setback in 
business upon incomes after taxes. 

2. The improvement in the art of 
business The progress 
achieved in this area in the last 25 
years has been particularly impressive 
One of the most important recent 
gains has been a realization of the 
desirability of a partial separation of 
the two functions of making policies 
and of executing policies. This 
meant that both policy makers 
policy executors have had more 


management. 


has 
and 
time 
to do their jobs. A second important 
gain has been a growing realization 
of the importance of plenty of staff 
work to assist both policy makers and 
policy executors. The enormous in- 
crease in staff means that business is 
far better prepared than ever before 
to deal with its problems, to make 
plans,- to develop policies—in short, 
to overcome difficulties and to attain 
its objectives. A third important gain 
in the art of management has been 
the rather general raising of the hori- 
zons of business concerns. Today’s de- 
cisions are to a growing extent being 
affected by long-range considerations, 
and the uncertainties of the moment 
and other short-run matters have less 
influence than they once had on the 
decisions of executives. 

The rapid growth of the in- 
dustry of discovery. It helps one to 
appreciate the profound 
significance of technological research 


economic 
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to think of it as a separate industry, 
producing its own distinctive product 
new knowledge. 

Unquestionably, it is by far our 
most productive industry and, though 
it is still small, it is growing rapidly. 
As late at 1946 it had about 122,000 
research engineers and scientists; to- 
day it has over 200,000 and its de- 
mand for men is far greater than the 
universities and 
can supply. 

The rise of the industry of discovery 
makes the economy less sensitive to 
political changes and political uncer- 
tainties for the simple reason that it 
enormously increases the influence of 
technological change and prospective 
technological change upon the policy 


engineering schools 


decisions of business. 

4. The great improvement in the 
position of consumers. During recent 
years the economic position of Amer- 
ican consumers has been enormously 
strengthened. Many millions of long- 
service and medium-service 
have been given by seniority rules vir- 
tually complete protection from layoff, 
and short-service workers have been 
given considerable (though inadequate) 
protection by unemployment compen- 
sation. 

Private pension plans supplementing 
the federal scheme have spread to 13 
million workers, and there has been 
an enormous spread in insurance 
against sickness. An interesting and 
important change has been a rise in 
the number of families with two or 
more income earners—from one out 
of four in 1950 to three out of ten in 
1954. 

What are the social and economic 
changes that are reducing the differ- 
ences between the political parties and 


workers 
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that are making radical changes in 
public policy unlikely? 

The essence of the matter is that 
a more or less accidental combination 
of circumstances—the adoption of 
policies designed to promote full em- 
ployment, the nature of modern tech- 
nology, the spread of education, the 
rise of trade unions, the spread of 
social legislation, the growing number 
of wives working in industry, the 
availability of cheap consumer credit 
and cheap real estate credit, the in- 
stitution of progressive taxation and 
other changes—are all combining to 
build up a large middle class that is 
becoming the dominant class in the 
community. 

As the middle class becomes larger 
relative to the very poor and the very 
rich, political parties that cater pri- 
marily to the right or the left find the 
going tougher. Success in politics be- 
comes more and more 
tering to the middle 
playing down appeals 
right or the extreme left. 

A severe depression would un- 
doubtedly sharpen the differences be- 
tween the parties in the U. S. and 
would accentuate the influence of the 
left-wingers in the Democratic party, 
but the days when this country can 
experience anything worse than mod- 
erate or possibly mild depressions are 


a matter of ca- 
and of 


extreme 


classes 


gone forever. In the meantime, both 
the great parties will have to devote 
themselves more assiduously to culti- 
vating the favor of the dominant and 
growing middle class. This means that 
their programs are bound to be pretty 
much alike—just as the programs of 
the Conservatives and Labor in Brit- 
ain and of the Socialists and Liberals 





in Sweden are not far apart and are 
becoming more and more alike. 

As all political parties are forced 
to appeal more and more to the 
dominant middle class, each will 
nominate middle-of-the-road  candi- 
dates whose differences on economic 


SUMNER H. SLICHTER. The New York Times Magazine 


issues, though significant, will not be 
of first importance to American in- 
dustry. In short, the United States is 
making good progress in achieving the 
kind of political institutions and the 
kind of economic conditions that are 
favorable for steady growth. 


December 4, 1955, p. 9:6 


Business in 1956: Top Economists Look Ahead 


PNcrEAsED economic activity, with 
higher prices and higher wages—that’s 
the outlook for 1956, as forecast by 
the large majority of 201 leading econ- 
omists polled in the annual survey 


conducted by the F. W. Dodge Corp- 
oration. 
Four out of five of the participating 


economists expect 1956 gross national 
product to be at a higher level than 
the $385 billion rate for the second 
quarter of 1955. In addition, 84 per 
cent of the panel expect personal con- 
sumption expenditures in 1956 to be 
above prevailing levels; more than 90 
per cent expect manufacturing wages 
to increase in 1956; and 85 per cent 
expect consumer prices to be at: higher 
levels. (It should be noted that in pre- 
vious polls the majority of this panel 
correctly predicted the mild downturn 
in 1954 and the upturn in 1955, al- 
though they somewhat underestimated 
the magnitude of the 1955 increase.) 
The economists participating in the 
current survey included 31 in financial 
organizations and insurance companies, 
88 from other business firms, 44 from 
colleges and universities, and 8 from 
government; the remaining 30 are con- 


sultants or members of research organ- 
izations. 

Politics—especially the 1956 Presi- 
dential election—is very much in the 
minds of the respondents as an eco- 
nomic factor, but it is obvious that it 
can only be treated as an “unknown” 
influence on the outlook. 

Total output of goods and services 
is expected by the economists to rise 
somewhat above the mid-1955 level by 
mid-1956, and then to dip slightly to- 
ward the end of 1956. The median 
forecast for 1956 is $392.3 billion, 
about 2 per cent above the mid-1955 
level. 

The economists were asked to fore- 
cast the national product 10 
years hence, in 1965. The median 
forecast for 1965 was $500 billion, 
with a general tendency of the replies 
to cluster around this figure. Only 
four respondents forecast below $450 
billion, while 28 forecast $550 billion 
or higher. 

The median expectation of the eco 
as measured by 


gross 


nomists is that prices 
the BLS consumer price index will rise 
steadily in 1956, but not sharply. In 
June of 1955, the index stood at 
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114.4; the median forecast was for 
115.0 at the end of 1955, 115.5 in the 
middle of 1956, and 115.7 at the end 
of 1956. 

The observations made above with 
respect to the consumer price forecast 
also apply to wholesale prices, with a 
steady but 
Eighty-one per cent expect that the 
index at the end of 1956 will be higher 
than in mid-1955. 


moderate rise forecast. 


The economists were asked to state 
whether they thought the trend of 
hourly wage rates would be up or 
down in durable and non-durable 
manufacturing and in building con- 
struction. The replies were over- 
whelmingly upward. For durable 
goods manufacturing, 93 per cent of 
the economists forecast an uptrend; 
and for non-durables, the figure was 
92 per cent. For building construction, 
86 per cent foresaw an increase. 

The forecasts of industrial produc- 


tion follow the pattern for gross na- 


tional product, indicating a moderate 
increase to the middle of 1956 and a 
slight drop-off thereafter. 

New plant and equipment expendi- 
tures in 1954 totaled $26.8 billion. 
The median forecast of the economists 
for 1956 is $29.0 billion. But there 
was general agreement that these ex- 
penditures would remain at high 
levels; 78 per cent felt that the 1956 
total would be higher than the mid- 
1955 rate. 

The economists on 

—GeorGE CLINE SMITH. 


the panel are 


generally agreed that personal con- 
sumption expenditures will continue 
the steady rise they have undergone in 
recent years. For the first half of 1955, 
these expenditures ran at an annual 
rate of $248.1 billion, the highest rate 
in history. For 1956, 84 per cent of 
the economists expect that the level 
will be higher than this all-time record. 
The median forecast for 1956 is $255 
billion, an increase of about 3 per cent 
above the first half of 1955. 

A large number of respondents 
commented on the business outlook in 
general, and the following quotations 
are typical of the range of views ex- 
pressed: 


1 The overriding factor for the out- 
look for 1956, it seems to me, is the 
effectiveness of Federal Reserve 
monetary and credit policies—work- 
ing together with fiscal policy—in 
limiting the current boom to “nor- 
mal growth.” 


{_ The bootstraps will probably stand 
the strain through Tuesday, Novem- 
ber 6, 1956 


I made these projections before 
President Eisenhower's recent heart 
attack, but, on reviewing them, I 
see no reason to change. Over the 
short run, the nation’s basic eco- 
nomic strength is in no way im- 
paired and the boom should con- 
tinue at a moderate pace. Over the 
longer run, it may make some dif- 
ference in business investment, but 
that should be more than offset by 
the increased possibility of easy— 
if not inflationary—fiscal monetary 
policy. 


1 In toto, 1956 will be another high, 
challenging year of business oppor- 
tunity for those who are capable of 
making the most of it 


Architectural Record, November, 1955 





EXPERIENCE is not what happens to a man, it is what a man does with 


what happens to him. 


It is a gift for dealing with the accidents of 


existence, not the accidents themselves. 
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Consumer Plans—No New Spur to a Boom 


U. S. CONSUMERS cannot be counted on to put new impetus into the 
economy. They seem set, for the most part, to keep up the pace at 
which they have been going. Beyond this, they make no promises. 

This is the major conclusion that the Survey Research Center of the 
University of Michigan draws from its latest quarterly survey on con- 
sumer intentions, issued late in November. The survey was based on a 
cross-section of some 2,000 families in most parts of the country. 

For all income groups, 36 per cent of the families feel better off than 
they did a year ago. That’s just a shade more than felt better off in 
June (34 per cent), and up perceptibly from the 30 per cent who so 
reported in October, 1954. The most important spending group—those 
with incomes of $5,000 and over—went along with this feeling. Of 
these 49 per cent said they felt better off, 13 per cent worse off. 

Again, when asked to look ahead a year 36 per cent of all families 
expect to be better off than they are today; 44 per cent think they’ll 
have just the same; only 5 per cent expect to be worse off. 

Looking into the immediate future, 71 per cent of all families expect 
good times for business generally during the next 12 months; among 
the higher-income groups, a whopping 82 per cent are highly optimistic. 

On the key question, “Do you think now is a good time to buy large 
household goods?” 55 per cent of all families answered “Yes.” 

Among upper-income families, however, the number who expect to 
be better off in 1956 dropped from 46 per cent last June to 42 per cent 
in the latest survey. And while some 61 per cent feel that now is a 
good time to buy, 68 per cent of the $5,000-plus group felt that way in 
June. 


Business Week 12 


Running the Office Suggestion System—A Survey 


SUGGESTION SYSTEMS play a prominent part in office operations, accord- 
ing to a survey conducted recently by the Office Management Associa- 
tion of Chicago. Altogether, 142 companies with 778,125 employees par- 
ticipated in the study. 

Slightly over half the responding companies now have suggestion 
systems. Of the remainder, 11 per cent are giving some consideration 
to their installation. 

Supervisors are eligible for awards in 66 per cent of the companies. 
Of these companies, two-thirds pay awards to supervisors only when 
the subjects are not related to their own departments. 

Evaluating suggestions is a committee assignment in 67 per cent of 
the companies. Ninety-eight per cent pay cash awards. Minimum cash 
awards range from $5 in one-half of the companies to $25 in one. Two- 
thirds have no specific maximum amounts and one-fifth have maximums 
ranging from $15 to $10,000. 

Managements endorse and promote suggestion systems for their value 
as sources of new ideas and also as*a means of getting employees to 
think about their jobs. The 10 companies reporting that they had dis- 
continued suggestion systems gave as their main reason, “‘Took too 
much time of key people.” 

-American Business 11/55 
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The Vice-President Problem 


There ONCE WAS a time when the 
title of vice president meant in U. S. 
business what it still means in the 
U. S. Government, i.e., a man who 
could act in place of the president. 
This old-fashioned concept has long 
since been discarded by rank-conscious 
American executives. There is. still 
only one Vice President of the United 
States, but Poor’s 1955 Register lists 
150,000 vice presidents in 21,000 cor- 
porations. If to these are added all 
those v.p.’s who are unlisted (includ- 
ing thousands in subsidiary compa- 
nies), the total may come to well over 
a quarter of a million. 

Among the 500 largest industrial 


corporations, the average number of 


vice presidents listed to a corporation 
today works out to 7.75. But the 
numbers vary widely. There is no dis- 
cernible correlation between the num- 


bers of presidents in various 
firms and their corporate sales, profits, 
or numbers of employees. Various 
companies have as many different cri- 
teria for making v.p.’s as they have 
for setting executive salaries. And al- 
most as various are the impressions 
people have of the title. Many execu- 
tives themselves have the idea that 
every executive who is anybody is at 
least a vice president. Conversely, 
there is the popular idea that the 
title now carries no more weight than 
the rank of general in a Victor 
Herbert operetta. Neither of these 
assumptions is true. What is true is 
that the making of a multitude of 
vice presidents has not solved, but 


vice 
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only aggravated, the touchy problem 
of recognizing executive status in the 
upper ranks. 

From what vice presidents say in 
private, and from what their presi- 
dents say, there appear to be six 
broad categories of vice presidents in 
American business: 

1. The first, and smallest, category 
includes only those who are real No. 
2 men in their companies, who can 
and do take over for the president. 
They often bear the title of executive 
vice president. 

2. A slightly larger group of vice 
presidents (some of whom may also be 
called executive v.p.’s) includes those 
who head up their firms’ most im- 
portant operations or divisions, e.g., 
sales, production, finance. 

3. Another category includes vice 
presidents who direct operations usu- 
ally of lesser importance to top man- 
agement, which tend to rate a “vice 
president in charge of.” This third 
category hovers on a kind of dividing 
line; in categories 1 and 2 it is the 
function itself that determines the 
title; from 4 onward, the title is 
being exploited. 

4. A small group of v.p.’s have the 
title primarily because a corporation 
president wants to enhance his own 
dignity by enhancing the dignity of 
his personal assistant. 

5. Another group, also small, con- 
sists of v.p.’s who receive the title as 
a kind of pre-retirement present. 


6. The sixth category embraces 





those v.p.’s who have been knighted 
for the sake of customer relations; 
these are the men who are given the 
title so that important customers will 
feel that they are dealing with a man 
of appropriate rank. They form the 
biggest group of all. 

Only those really on the inside of 
a company, i.e., those handling top 
management matters, can measure the 
actual status of a v.p. The most re- 
liable measures of a v.p.’s importance 
are his salary and bonus (a top-rank- 
ing: v.p. may make four or five times 
as much money as a “junior” v.p.). 
In some firms, particularly advertising 
agencies, the amount of the com- 
pany’s stock that a v.p. owns is also 
an important measure of his status. 

How do vice presidents themselves 
measure the title, and what effect do 
they think it has on their work? The 
majority agree on several things. After 
they got the title, practically all vice 
presidents say, they went on doing 
the same jobs they had already been 
performing. The title rarely means 
much increase in authority, since an 
executive usually has demonstrated 
for some time that he can handle 
important duties. But the arrival at 
v.p. status may mean that an execu- 
tive takes a new approach to his 
duties and responsibilities. 

So far as one advertising v.p. was 
concerned, the title was “mainly good 
for quips and jokes, plus a slightly 
improved respect around the family 
breakfast table.” A West Coast manu- 
facturing-company v.p. thought the 
title was “like the promotion a Navy 
captain may get to the rank of rear 
admiral before he is retired.” Other 
vice presidents thought that their rank 


had merely an intangible social value, 
something akin to a college degree 
Many did report that after the an- 
nouncement of their promotion was 
published, letters and phone alls 
poured in at an astonishing rate. But 
much of the well-wishing comes from 
banks, insurance agents, and invest- 
ment counselors whose sudden inter- 
est is something like the rush that 
furniture dealers, dressmakers, and 
caterers give young ladies upon the 
announcement of their engagement. 
An executive who gets a v.p. title 
may expect a boost in salary. This is 
not inevitable; a common quip is, “I 
see they made you a vice president 
instead of giving you a raise.” But 


the title generally does mean more 


money. And once a man is a v.p. he 


can expect to progress steadily up- 
ward into higher income brackets. 
A new vice president also begins 
to enjoy such perquisites as access to 
the executives’ where he 
may enjoy linen instead of paper 
towels; a bigger, more expensive desk; 
carpets, drapes, non-industrial pictures 
on the walls, and other homelike 
touches (one Omaha banker received 
a spittoon when he made the grade). 
Some new v.p.’s have found a few 
flies in the ointment—for one thing, 
a lot of extra work. Some complain 
about having to make more and more 
decisions for their subordinates. The 
biggest penalty vice presidents are apt 
to incur is that of losing old friends 
in the company. Often this loss is 
signaled by new attitudes assumed by 
once informally friendly colleagues. 
They may, for instance, start calling 
a new v.p. Mr. Gooch instead of Joe 


or J.G. 


washroom, 
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A new v.p. has to learn a whole 
new set of techniques for dealing with 
the boss. He is near enough the top 
to feel the direct wrath of the top 
brass; when he makes a mistake, he 
will be chewed out by the big boss 
himself. 

But these are problems of the v.p.’s 
themselves. It is the larger problems— 
whether a company has too many vice 
presidents decorating its offices, 
whether they clutter things up rather 
than get things done—that presidents 
and directors have to ponder. 

PERRIN STRYKER. 


Fortune, September, 


The multiplication of vice presi 
dencies can increase tensions and 
jealousies and complicate the presi- 
dent’s problem of coordinating his 
various departments. Another hazard 
is that many executive staff specialists 
who become vice presidents will there- 
upon assume line authority, and 
further complicate the president's job 
of command. Finally, a corporation 
president must consider whether he is 
undercutting the prestige and authori- 
ty of his existing v.p.’s when he 
creates several more. 

1955, p. 88:6. 


New Problems in Industrial Selling 


Vast CHANGES have taken place in 
the business and economic structure 
of our nation during the past decade 
and a half. These changes are trace- 
able in terms of physical growth, in 
productivity, in employment and in 
every other form of economic measure- 
ment. 

In 1939, for example, we had a busi- 
ness population of 3.2 million. By the 
end of 1953, this had risen to 4.2 mil- 
lion. Non-agricultural employment, at 
30.3 million in 1939, now registers 
over 49.6 million. Value of manufac- 
turers’ sales has increased by 395 per 
cent, and the index of industrial pro- 
duction now stands at 233 (1935-1939 
= 100). 

Accompanying this growth have 
been fundamental changes in the loca- 
tion and structure of American busi- 
ness. A recent report on nonvagricul- 
tural employment issued by the Bureau 
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of Labor Statistics shows, for example, 


that while total U. S. manufacturing 
employment from 1939 to 1952 in- 
creased by 60.7 per cent, the Pacific 
states registered an increase of 123.7 
per cent, the Mountain states went up 
by 104.7 per cent and the West South 
Central area increased by 100 per cent. 

The growth of industry has brought 
about fundamental changes in the in- 
ternal organization of business. Man- 
agement responsibility and authority, 
formerly controlled by a limited num- 
ber of executives, now are assigned 
far down the corporate line. In 1940, 
the Census of Manufactures reported 
1.4 million managerial personnel in in- 
dustry. By 1953 this total had increased 
to an estimated 2.7 million, an increase 
of almost 90 per cent. 

To gather information on all these 
changes and their effect on the over-all 
problem of industrial marketing, News- 
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week magazine recently sponsored a 
detailed survey of the growth, size, and 
composition of the industrial market 
in a representative industrial area.* 
Milwaukee, Wisc. was chosen as the 
subject of the study because its busi- 
ness and industrial growth has paced 
the nation’s economic movement and 
its industrial diversification is repre- 
sentative of the nation as a whole. 
Supplementing this portion of the 
study was a series of 28 case studies 
of problems in industrial selling, 
gathered through the cooperation of a 
representative group of 28 leading 
Milwaukee business firms. 

These case histories are, of course, 
examples of successful selling. In each 
case the salesman got the order—but 
in the face of numerous and formid- 
able obstacles. Some of these problems 
in industrial selling appeared with 
significant frequency in the case studies. 
Six of these, discussed below, are felt 
to represent major problems facing in- 
dustrial salesmanship today. 

1. Reaching all buying influences. 
The decentralization of management 
functions—and the collateral increase 
in management personnel—applies to 
an equal degree in industry’s buying 
operation. Where formerly a few, well 
identified, fairly accessible people in- 
fluenced buying decisions, today whole 
teams and committees work on the 
solution to a buying problem. The 
salesman’s problem is how to contact 
and sell these numerous buying influ- 
ences. The dimensions of the problem 
are evidenced by a composite review 
of the case studies. Of the 200 people 
* Selling the Industrial Market Today: The 

Potentials, the Problems. Newsweek, New 

York, 1955. 93 pages. Single copies available 

gratis (supply limited) from Director of Re 


search, Newsweek, 152 West 42 Street, New 
York 36, N. Y. 
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directly influencing the 28 buying de- 


cisions, salesmen managed to see but 
54, a scant 27 per cent. 

2. Better buyer-seller communica- 
tions. Frequently a need exists, yet is 
undetected by the personnel concerned. 
A salesman skilled in the technical ap- 
plication of his product could, if ex- 
posed to the problem, uncover the 
need and stimulate buying action. Yet 
in only one of the 28 cases studied 
was a salesman able to take an actual 
part in uncovering the need. 

3. Pre-selling top management. In 
most firms, policy dictates that single 
expenditures of over $1,000 must be 
approved by the president and expendi- 
tures of over $10,000 by the board of 
directors. Even before the technical 
aspects of a buying decision are con- 
sidered, top management frequently 
exerts a determining influence by de- 
ciding what proposed purchases merit 
appropriations. Yet these important 
buying influences are not generally 
available to personal sales contact. Of 
69 top management men involved in 
these Milwaukee buying decisions, a 
mere 10 per cent see salesmen regu- 
larly. 

4. Combating executive turnover. A 
recent survey by the McGraw-Hill 
Company disclosed that out of every 
1,000 important buyers in industry, 
one year will see 65 change titles and 
326 die, retire, or move to another 
company. Constant personnel shifts 
and transfers add to the salesman’s 
difficulties by disrupting the consist- 


ency of the selling contact chain, thus 
resulting in the expenditure of much 


extra time and effort. During the 
first three months of 1954, two of the 


28 firms studied in Milwaukee had a 
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change in ownership and two of the 
important buying influences died. 

5. Better selling to operating and 
technical management. The application 
of highly complex, technical, engineer- 
ing, and production processes has 
created the need for a vastly expanded 
staff of operating and technical man- 
agement personnel. For example, those 
firms in Milwaukee which had data 
available reported that while adminis- 
trative management personnel had 
nearly doubled in the past 15 years, 
operating and technical management 
had increased nearly two and a half 
times. 

6. Overcoming industry's established 
buying practices. Purchasing in indus- 
try today is closely integrated with the 


production operation. Tightly organ- 


ized and controlled buying procedures, 
while adding to the efficiency of the 
buying function, seriously impair the 
For, 
while the number of buying influences 
has increased, the salesman’s freedom 
of action in seeking out impending 
needs and transmitting product infor- 
mation to important buyers has been 


salesman’s scope of operations. 


seriously limited. 

Clearly, the market has grown—and 
the dimensions of that growth have 
been matched only by the manner in 
which the market has changed. This 
continuing growth and _ ever-present 
condition of change have created whole 
new problems in sales and marketing 
policy, particularly in the job of per- 
sonal selling. 


Sharp Rise in Business Ownership 


A RAPID INCREASE in the spread of business ownership is revealed in a 
new survey of the nation’s 100 largest non-financial corporations. 
At the end of 1954, the total registered shareholders of these 100 cor- 


porations numbered 8,570,000. 
7,200,000. 


in four years. 


Four years earlier, the total had been 
This represents an increase of 1,370,000 new shareholders 


The study, made by the First National City Bank of New York, also 


shows total employment by the 100 biggest companies: 5,545,000. 


Dis- 


tribution of ownership, the bank reports, has increased more rapidly 
in recent years. Employees own large numbers of shares. 

The total number of shares outstanding was 1,363,000,000. The bank 
points out that there is some duplication, since some persons own stocks 
in two or more of the 100 companies listed. 

Total assets of the 100 companies come to $114,000,000,000. 
income was $94,051,000,000 in 1954. 

Of the 100 companies, 52 are in manufacturing, 4 in trade, 19 in 
transportation, and 25 in public utilities. 


Their 


—Nation’s Business 11 





OCCUPATIONAL HAZARDS: The National Safety Council rates office work 
as more dangerous than employment in a power house or in the con- 
struction industry. The Council claims there are only four occupations 
more hazardous than office work: mining, lumbering, quarrying, and 
cement production. Disabling injuries among white-collar employees 


are 2.6 per million man-hours worked. 
-Horizons 
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Limiting the Risks in Employee Stock Plans 


Trousanps of industrial workers 
who were given a chance, in the 
1920's, to get rich quick by buying 
their companies’ stocks found them- 
selves holding an empty bag in the 
1930s. If they still had jobs, their 
thoughts about their employers were 
not always benevolent. 

The sharp one-day market dip last 
September may have made some ob- 
servers wonder if another mass dis- 
illusionment were due for this decade's 
new crop of employee-shareowners. 

The fact is, however, that corpora- 
tions this time, learning from the ex- 
perience of the 1930's, have 
rounded their stock offerings to em- 
ployees—or have built right into the 


sur’ 


plans—a wide variety of safeguards 
against such a kickback. 
Here are some of the means by 


which companies, in their current 
plans, seek to offset the effects of fu- 
ture fluctuations in the market: 

1. Some companies go so far in 
warning employees about the risk of 
declining stock prices that they ap- 
pear almost to discourage participa- 
tion. Take care of your housing needs 
first, companies advise; see that you 
have enough insurance for your 
family; accumulate some liquid savings 
for emergencies; put aside savings in 
something like Government bonds for 
your old age—then, if you have 
money available, buy stock in your 
company as a hedge against inflation. 

2. Other companies, establishing 
employee savings or thrift plans, make 
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it almost impossible for an employee 
to have any complaint, no matter 
what happens to the value of his 
shares. They donate shares of stock, 
as an incentive to saving, in 
fixed ratio to the amount the em 
ployee puts into Government “E’ 
bonds or savings accounts. The stock, 
costing nothing, is all velvet for the 
employee, no matter how high or low 
it may the market. Others 
put in a quarter, half, or more of the 
cost of the shares, 


some 


range on 


providing a wide 
margin for decline. 

3. Similarly, some managements hitch 
employee 
profit-sharing programs. 
value of the stocks later declines, 


stock-ownership plans _ to 
Even if the 
it is 
no worse for the employee than the 
occurrence of a less profitable year; 
no part of his wages or savings is in- 
vested in the shares. 

Sears, Roebuck and Company, Chi- 
cago, Ill., has a savings and profit- 
sharing pension fund to which em- 
ployee members contribute 5 per cent 
of pay up to a maximum of $500 a 
year. The company adds amounts 
based on its consolidated net income: 
5 per cent if such income is $50 mil- 
lion but less than $100 million, and 
at an increasing rate up to 10 per 
cent, if consolidated net income to- 
tals $250 million or more. 

Originally, the funds were invested 
in Sears, Roebuck stock only, but to- 
day trustees may invest in other in- 
terest-bearing obligations. The trust 
fund—oldest such plan in the country 
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that is still active—now holds 26 per 
cent of all the company’s outstanding 
stock. 

4. Common to many programs is 
sale of hitherto unissued stock at a 
set margin the market (the 
company may issue it at 85 per cent 
of the going value and still have it 
considered by the Internal 
Bureau as tax-deductible). 

5. Some plans provide for regular, 
periodic purchases at the market price 
on each purchase date; or for issuance 
of the shares by the company at a 
price based on the average of market 


below 


Revenue 


prices over a long period. These plans 
provide, in effect, what is known as 
“dollar cost averaging.” When prices 
are high, comparatively few shares are 
bought; when prices are low, many 
more shares are bought. Thus, even 
though dividends decline with share 
prices, total earnings for each periodic 
purchase tend to remain the same. 
6. Even where the price of shares 


-ALFRED G. Larke. Dun’s Review and Modern Industry 


to the employees is established ahead 
of time as the market value on a cer- 
tain date (past, present, or future), or 
a percentage thereof, many plans grant 
the employee the right to decide not 
to purchase after he has saved by pay- 
roll deduction the amount 
to buy the stock. 

7. There is another safety factor 
in a number of plans that either re- 
quire, or strongly motivate the par- 
ticipating employee to hold onto his 
stock savings until retirement or near 
it. Such requirements or incentives 
usually if not always have another 
purpose than cushioning the employee 
against loss due to periodic breaks in 
the market. Since they do, however, 
encourage long holding of shares, and 
prices are more likely to average out 
over a long period than in a short 
term, the effect tends to protect the 
employee against loss and the company 
against morale-disturbing employee 
disillusionment. 


necessary 


November, 1955, p. 41:3. 


Management Looks at Reading Racks 


Trovucu EXACT figures are not availa- 
ble, employee reading racks are now 
thought to be in use in approximately 


1,500 organizations, with employees 
voluntarily taking from them more 
than 1 million booklets a week. The 
booklets cover a wide variety of sub- 
ject matter, ranging from sports and 
hobby material, health, safety, and 
how-to-do-it to discussions of the eco- 
nomic system, the duties of citizenship, 
and inspirational subjects. Several large 
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publishers have specialized in creating 
and supplying these booklets to the 
many organizations which use them. 
In addition, booklets designed for read- 
ing-rack distribution have been pre- 
pared and supplied free of charge, or 
at nominal cost, by a number of trade 
associates, service groups, and busi- 
nesses. 

According to the results of a recent 
survey among 700 companies conducted 
by the weekly newsletter Industrial Re- 
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lations News, management is well sat- 
isfied with its annual $3 million invest- 
ment in employee reading racks. More 
‘than 85 per cent of the 340 respondent 
firms having reading-rack programs re- 
plied that they had found them of 
“distinct value.” 

Of the organizations currently main- 
taining reading-rack programs slightly 
more than half use reading racks on a 
company-wide basis, and about two 
thirds distribute the booklets through 
reading racks only. The use of reading 
racks has not caused either disciplinary 
—e.g., reading on the job—or house- 
keeping problems in the great majority 
of firms. 

Most organizations responding to the 
survey use the services of reading rack 
suppliers, and this professionally pre- 
pared material comprises the bulk of 
the booklets used. A significant per- 
centage of material also comes from 
such outside sources as insurance com- 
panies and non-profit organizations. A 
small percentage is company-created 
material. About half of the respondents 
leave the selection of booklets to sup- 


pliers, but 62 per cent maintain some 
degree of censorship over contents. On 
the average, individual titles are 
bought by management at the ratio of 
one for every 24% employees. New 
material is placed in the racks weekly 
by the majority of firms. 

Editorially, reading-rack booklets 
meet with a high degree of approval. 
Their general ranked 
somewhat lower by the survey. re- 
spondents, though it is approved by 
the majority. 

As reported in both internal surveys 
and the over-all opinions of those con- 
ducting reading-rack programs, em- 
ployee response to the reading racks 
is very favorable. While employees 
show a decided preference for booklets 
on such subjects as sports, hobbies, and 
“how-to-do-it,” they do read enough 
of the material on economics and re- 
lated fields to convince the survey re- 
spondents that reading racks are a 
worthwhile method of getting ideas 
to workers. Generally, the main value 
of reading racks is considered to lie in 
the areas of morale and education. 


appearance is 


Prosperity as a Sideline 


“THERE, IS daily evidence of a lack of recognition of salesmanship as a 
great American asset, as a powerful force in maintaining and improving 
standards of living, and as an influence to provide the lowliest with an 
incentive to do productive work. 

“The truth is, we are always in danger of recession. Relax the pres- 
sure upon us to better our lot by the adoption of new and improved 
things, and the expanding economy slows down. 

“American salesmanship is a great native resource. It should be con- 
served. Upon it hangs the maintenance of our present standard of liv- 
ing; no other way has been found to sustain that standard.” 

These comments by the late Merle Thorpe in an article in Service 
(Cities Service Co.), have broad significance. The truth is, as Mr. 
Thorpe implies, every American salesman carries prosperity as a side- 
line. 


Management Briefs (Rogers, Slade & Hill, New York) No. 68 
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Absenteeism: How Much Is Too Much? 


Absenteeism IS HERE to stay. No- 
body would debate this lamentable 
point. But how much absence is in- 
evitable and how much preventable? 
The question continues to plague com- 
panies of every size and shape. 

One firm feels fairly satisfied if the 
absence rate is held to 6 per cent or 
8 per cent. Another worries about a 
3 per cent and the 
objective criteria of what's a 
attendance record or a poor one goes 


rate, search for 


good 


on. 

Though it doesn’t fill the need for 
comprehensive nationwide statistics, a 
Merchants and 
Association of Los 
Angeles does provide an illuminating 


recent study by the 
Manufacturers 


picture of absenteeism in 
industrial Among the 
findings: 


one im 
portant 
important 


area. 


The average one-month absence rate 
for 219 firms with 109,000 employees 
was 2.8 per When 
salaried employees were removed from 
the calculation, the rate was an even 
3 per cent. 

Night shifts (particularly the third 
or “graveyard” shift) higher 
absence rates than day shifts. This is 
true for both male and female em- 
ployees and for hourly-paid as well as 
non-exempt salaried employees. But 
the differences between day-shift and 
night-shift absentee rates is more pro 
among female office 
ployees than female hourly 
production workers. Over all, the ab- 
sence rate for female employees was 
higher than the male rate. 


cent. exempt 


have 


nounced em- 


among 
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Absentee rates for office workers 
were in general lower than for shop 
employees. But managerial, profes- 
and technical people had a 


record than either of these 


sional, 
better 
groups. 
Monday’s a bad day. The 
rate in this study was 3.3 
for Monday 


absence 
per cent 
but only 2.6 per cent on 


Wednesday and Thursday. Tuesdays 
and Fridays both had rates of 2.8 
per cent in this study. Making Mon- 
day a payday helps; the absence rates 
of firms that pay their hourly people 


on Monday were 2.6 per cent. 
Employers who provide sick pay 
had a slightly higher average absentee 
rate (3.1 per cent) than those who 
don’t (2.8 per cent). 
attendance and 


after a holiday helps cut absenteesm, 


Requiring before 
as might be expected. Those companies 
requiring the day before 
the holiday showed a 1.9 per cent ab- 
sentee rate compared with 2.3 per cent 
for those who don’t. Those requiring 
work on the day after the holiday had 
2 per cent rate compared with 3.6 


ad 


attendance 


per cent for those who don't. 

One interesting finding: Large 
firms participating in the study didn’t 
have appreciably higher rates of ab- 
sence than small ones. And extending 
the workweek over 40 hours did not 
affect the rate, either. 

Though the Los Angeles survey 
yields no over-all cost figures, one 
company did provide a useful ex- 
ample of how to figure this cost by 
computing the cost of the additional 
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manpower needed to 
absentee. 

This manufacturer's production 
schedule called for 10,000 direct labor 
hours per week for the year, or an 
average of 250 employees working 40 
hours a week. The firm had an ab- 
sentee rate of 5 per cent. To complete 
the direct labor requirement, compen- 
sating for lost production due to 
absences, it thus necessary to 


replace the 


Was 


employ 263 people instead of 250. 

These 13 additional employees were 
machinists, earning $2 per hour—a 
total cost of $54,080. Since 40 per 
cent of the absences were not paid for 
through the sick-leave program, the 
added direct labor cost was actually 
60 per cent of $54,080, or $32,448. 
On this basis, the added per-unit pro- 
duction cost due to absenteeism could 
readily be calculated. 


—Employee Relations Bulletin (National Foremen’s Institute, Inc.), No. 484, p. 5:5 


Corporate Directors: 


They’re Doing More Directing 


Nor onc aco, the president of one 
of the biggest companies in its field 
was fired by the board of directors. 


As in many companies, the board 
included the president himself and a 


few other top executives, plus some 
directors from the outside. One of 
the outside directors put the skids 
under the president. He had watched 
the company lose market position, its 
stock wilt on Wall Street, its finances 
fester. He talked it over with other 
outside directors. 

The ouster was handled politely. 
The director asked the president to 
lunch, told him of his dissatisfaction 
with management, and said he and 
at least two other directors were going 
to resign—with a statement of why— 
unless the president got out within 
three months to make way for more 
competent executives to move up. 
The president capitulated. 

Boards of directors are playing a 
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more important role these days—with 
or without the approval of the op- 
erating executives. Investment bankers 
and management consultants trace the 
beginnings of this trend back to be- 
fore World War II, but it 
interrupted during the war and the 
postwar prosperity. Now, say the 
experts, the trend is being picked up 
again. 

The character of boards is changing. 
More than ever before, they are be- 
coming groups of specialists—and not 
just in the financial and legal fields. 
More outsiders are serving on boards 
of companies that have generally been 
controlled by management. More is 
being expected of directors—such 
functions, for example, as active public 
relations work. 

Boards are getting bigger; they're 
meeting oftener and longer. Directors 
are being paid higher fees, and there 
is a movement toward paying them 


was 
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salaries instead of per diem allow- 
ances. 

Of course, many companies don't 
fit these generalities at all. And the 
trends haven't gone so far as some 
management consultants would like. 
But these points are evidence that 
companies are paying more attention 
to (1) who sits on their boards and 
(2) what a board can be expected 
to do. 

There are good reasons why busi- 
ness men are turning their attention to 
their company boards right now. 
Three of these reasons are closely re- 
lated to today’s business news: 

1. Dissident stockholders are get- 
ting rambunctious, and presidents of 
many companies are trying to fortify 
their position by strengthening their 
boards with men who can help stave 
off attacks. They want directors who 
have special qualities: prestige, ex- 
pert knowledge, or the backing of 
big shareholdings. 

2. Institutional buyers of shares 
the pension trusts, investment trusts, 
and insurance companies—are more 
susceptible to the prestige and the 
savvy of the company’s directors. 
These investors can be a major source 


of capital, business policymakers know, 


but before they buy, say, 15,000 
shares of XYZ Co. for their port- 
folios, they take a long look at the 
company’s management. They are 
more likely to smile at the company 
that’s staffed up top with experts. 

3. Experts are needed particularly 
in this time when companies are di- 
versifying far outside their traditional 
fields and when competition is so keen 
that the race must go to the smartest. 
Management's job is to manage, a 


Detroit executive comments, and it’s 
a profession in itself to get the best 
possible advice and assistance in carry- 
ing out this function. 

The urge to have a board of special- 
ists creates a problem in itself: It’s 
not always easy to add new people 
to a board. 

For one thing, to a man in the high 
tax brackets, the conventional fee 
looks like the old $20 gold piece. To 
him it means only another chore in 
return for a trivial amount of take- 
home pay. 

For another thing, it’s hard to get 
older directors to quit. In Detroit, one 
business man is serving on _ several 
boards primarily because he has a 
reputation for being able to ease older 
men out of directorships to make room 
for younger ones. Around the country 
there is a growing insistence that 
directors have definite retirement ages. 

In big companies, the prestige of 
serving on the board can often attract 
top talent, regardless of the absence cf 
financial incentive. The small com- 
panies can’t offer this prestige. 

Since pay alone won't attract high- 
grade directors, and not every com- 
pany can offer prestige, what can you 
do to get better boards? A manage- 
ment consultant suggests making the 
job more attractive, giving directors 
an active part in the company. Many 
companies make it their policy to 
give their directors definite duties and 
plenty of information. “It comes down 
to this,” says a Southern business man 
who serves on company boards. “Man- 
agement used to resent directors’ in- 
terference—now we directors resent 
anything that smacks of the rubber 
stamp.” 


—Business Week, No. 1332, p. 101:3. 
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WHAT’S YOUR C.Q. (COMMUNICATIONS QUOTIENT) ? 
A Self-Test for Supervisors 








Do | rate medals (with ribbons!) 


in handling communications 


—from the top down? 


y 


} 


Occasional 


—from the bottom up? 








Do I follow up with new employees to assure understanding of company 
history, job duties and standards, employee benefit plans, office regu- 
lations? 





Do I make new and old employees feel that they are important partners 
in the organization rather than “just on another job’’? 





Do I explain company policies so that employees will understand the 
policies, appreciate their meaning, and know the reasons for them? 





Do I inform employees of changes (and the reasons therefor) that will 
affect them before the changes become operative? 





Do I keep my employees informed of their progress and give them credit 
publicly for exceptional work, judgment, and initiative? 





Do my orders give my employees proper opportunity to display judgment 
and initiative? 





Do I encourage employees to make suggestions regarding their work, 
their department, and their office? 





Do I conscientiously listen to and answer questions from my employees? 





Do I show a genuine interest in my employees personally as well as an 
interest in their work? 





Have I created a feeling among employees that they can bring their 
grievances (and problems) to me? 





Do my employees recognize me as their representative to other levels of 
management? 





TOTAL SCORE 




















HOW TO INTERPRET YOUR SCORE: 





165 Super-human perfection 
100-120 About par for the course 
75-90 Not many medals 

0-70 No hits, no runs, lots of errors 








—Reproduced by special permission of Dun & Bradstreet, Inc. 
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“‘Engineer Shortage’’? 


Let’s Take Another Look! 


Whar are the facts about the cen- 
tral question of a scientific manpower 
shortage in America? The quantitative 
approach can mislead. We talk about 
a supply of 600,000 engineers 
20,000 physicists. But can a man with 
a bachelor’s degree in physics really be 
counted as a physicist? If we demand 
a Ph.D. degree or its equivalent, the 
figure shrinks to 5,000. 

Let’s look closer; how many p 
cists equal one Einstein? One physicist 
is not the same as another. The same 
holds for the much larger group of 
engineers. How many of the 600,000 
can do any type of creative engineer- 


and 


hysi- 


ing? 

Age distribution too must be con- 
sidered. Industry knows that most of 
its older engineers do not have a flair 
for creative work. It more 
young engineers to increase the chance 
of getting a few who are creative. 

Thus, it’s not easy to quantify the 
supply of engineers meaningfully. Let 
us look for a moment at demand. 

Increasingly, industry prefers gen- 
eral management men with an en- 
gineering degree. Of every 100 en- 
gineers entering industry today, 40 
may move into general management. 
Another 40 may slip down into the 
ranks of draftsmen and engineering 
aides. Some 20 may continue as pro- 
fessional engineers. Considering these 
different directions after graduation, 
there is not much point in expand- 


wants 
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ing the total supply of engineering 
graduates to meet a specific demand 
for professional engineers. 

One of the major gains from our 
concern over manpower shortages is a 
reconsideration of our schools. We've 
begun to that gross in- 
creases in numbers graduating from 
elementary and high school can be 
misleading. More important is what 
the students learn, and what hap- 
pens to the best students. 

In one Southern 


recognize 


state no mathe- 


matics is taught at one-quarter of the 


many small high 
in the Southeastern states it 


football coach 


high schools. In 
schools 
is customary for the 
to teach science. 

We find further that only about 
half of our most capable students 
ever enter college, and only 40 per 
cent of these graduate. These figures 
suggest that we're wasting much of 
our potential. 

What goes on at the postgraduate 
level is particularly distressing. At 
graduation, bright young men can se- 
cure positions at $500 a month, which 
discourages their continuing with 
graduate studies. 

How can we learn more about 
scientific manpower resources? The 
difficulty that we face is that the con- 
of economics are usable only 
in the analysis 


cepts 
to a limited degree 
of human resources. 

We like to believe that we can 
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solve every problem with money. Un- 
fortunately, in the realm of ideas this 
is not true. In fact, the indiscriminate 
spending of money may retard rather 
than speed progress. 

The conspicuous fact about scien- 
tific and engineering manpower is the 
long time-period required to produce a 
trained person. Therefore it is ne- 
cessary to learn how the environment 
in which young people grow up con- 
tributes to or detracts from their abili- 
ty and inclination to put forth the 
effort to become professional persons. 

The level of training is also im- 
portant. Some leaders of engineering 
education have stressed the gains of 
adding a fifth year to the basic pro- 
gram. If engineers were more adept 
in basic mathematics and physics, we 
could undoubtedly with a 
smaller number. 

Manpower is a complicated sub- 
ject; if we are to deal with it criti- 
cally, we need to improve our theory 
and our techniques of analysis. It 


get on 


—E.1 GinzBerG. Chemical Engineering 


makes no sense for industry to spend 
hundreds of millions of dollars on re- 
search and not a under- 
standing the factors which control the 
numbers and quality of scientists and 
engineers. 

We need to insure that 
in manpower be university-based, for 
it cannot develop its true potentiali- 
handmaiden of special in- 
terest groups. And finally, all con- 
cerned must recognize that altering 
the supply and quality of our man- 
power resources 1s not a question of a 


penny on 


research 


ties aS a 


public relations campaign or even of 
| salary adjustments, but 
alterations in 
structure, 


a series of 
rather involves 
many facets of our 
including the home, the school, and 


of the 


basic 
social 
many values of 
large. 

If we believe that human resources 


society at 


are the key factor in our security and 
then we must believe 
that we have to devote more effort 
to understanding this factor. 
November, 1955, p. 232:5 


progress, also 


It’s Time to Research the Consumer 


Is IT NOT strange that business, which 
uses product research, market research, 
and research in employee problems so 
extensively, does a complete about-face 
when confronted with consumer re- 
search? Almost nobody is trying to 
understand the consumer as a human 
being, as a creature who buys song hits 
like “Shake, Rattle and Roll” and “Let 
Me Go, Lover” by the million; who 
idolizes buffoons like Milton Berle and 
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Jackie Gleason; who suddenly develops 
passions for lavender cars and sectional 
sofas; who spends his money for such 
illogical dog filter 
cigarettes, and oversize cuff links. 
Here, selected at random, are a num- 
ber of broad areas for research which 
would prove to be most profitable for 


things as racing, 


business. men 
Social Class. There is a rich litera- 
ture on the American social class sys- 
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tem which indicates how much each 
of us is conditioned by the norms of 
our own particular stratum. Too often, 
however, the executive plans his 
strategy on the assumption that all 
classes have the same outlook, the same 
attitudes, the same strivings as his own 
family. He uses symbols to communi- 
cate with them which may be misunder- 
stood or even completely meaningless. 


The New Middle-Income Group 


Not only have huge segments of our 


population been boosted past the sub- 


sistence level, but their tastes and 
values have undergone tremendous 
change. The new middle-income fami- 
lies are groping toward new standards, 
new symbols. The enormous expansion 
of this mass purchasing ability pres- 
ents a huge potential for business men 
who make some effort to comprehend 
the psychological characteristics and 
goals of these people. 

The New Suburbs. The 
home-building in cow pastures and cot- 
ton fields, which has never stopped 
since 1947, should make studies of the 
new suburbanites imperative. Any ob- 
servation at all will show that these 
people are not like the traditional 
prewar suburb-dwellers. And their in- 
fluence on style and taste is dispropor- 
tionately greater than their population 
size. 

Personality. The crucial determinant 
in purchase and non-purchase often 
proves to be human personality types 
The difference between the man who 
buys a heliotrope shirt and the man 
who doesn’t, between the man who 
smokes a pipe and the one 
doesn’t, between the woman who loves 
to cook and the woman who dislikes all 
housework, between the woman with 
high brand loyalties and the one with 


feverish 


who 
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almost none—all these, apparently, are 
personality differences. Yet we make 
almost no effort to consider the whole 
complex area of personality in our busi- 
ness strategy. We have not explored 
its relation to buying patterns. 

The Feminine Market. Though the 
largest part of consumer spending is 
done by women, it is fantastic how 
little the average business man under- 
stands feminine psychological goals. We 
constantly commit blunders in our sales 
strategies because our decisions about 
influencing the consumer 
proceed from our characteristic mas- 
culine misunderstandings of their fun- 
damental motives and interests. 

Community Leadership. The 
mary form of human communication is 
word-of-mouth. The reputations or 
public images of products and institu- 
tions are determined in part by adver- 
tising and technical superiorities, but 
most of all by word-of-mouth judg- 
ments from friends, neighbors, work 
associates, and certain authority figures 
whom we respect. Yet as business men 
we know little about this process of 
creating favorable opinion about our 
products and institutions by this kind 
of human chain reaction. 

How does it happen that there is 
such a complete lack of awareness by 
business of what the social sciences can 
offer? Why does business ignore the 
accumulated knowledge and the poten- 
tial help of these sciences, making its 
consumer decisions almost entirely on 
the basis of hunch, common sense, 
and trial-and-error—which demonstra- 
bly are pretty frail reeds to lean on? 

Basically, business fails to realize that 
social and psychological research are 
distinctly different from market  re- 
search. Further, we are failing to ap- 


woman 


pri- 
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praise the function and limitations of Just as business has induced physi- 
the market researcher himself. The fact cists, chemists, electronics engineers, 
is that we need to universalize with and industrial psychologists to leave 
broad laws, to construct hypotheses the universities, so it should develop 
which will be predictive. But that is specialists from the social sciences. A 
the last kind of material that most type of researcher is necessary who can 
present-day market researchers are able | 
to offer about consumer behavior. 

The study of human behavior today 
is an interdisciplinary one, involving 
several different sciences; anthropology, 
sociology, and psychology, plus various 
derivatives such as social psychology 
and psychoanalysis. Typically, the mar- 
ket researcher tries to jam these other 
disciplines into the methods he knows. 
When they don’t fit his particular specialists will market research measure 
rigidities, he vetoes them. up to its real possibilities 

—Pirrre MarRTINEAU. Harvard Business Review, Vol. 33, No. 4 


evaluate the possibilities of the various 
fields, appraise practitioners and their 
methods, direct the studies, and adapt 
the conclusions, and who then can com- 
municate all this to management. A 
skilled researcher, synthesizer, and com- 
municator who can bridge the various 
fields would be of inestimable value to 
executives. Only if we develop such 


Preparing for Automation—Union Members 


Go to School 


LATE IN 1955, 50-odd members of the United Steelworkers of America 
took a step toward preparing themselves for the day of the automated 
factory. They enrolled in a brand-new pilot course designed to make 
electronic technicians out of the union’s semi-skilled machine-tenders, 
the most vulnerable targets of automation. 

Chiefly responsible for the educational project is Cass D. Alvin, the 
Steelworkers’ western regional educational director. Alvin likes to cite 
a page of labor history as the wrong way to cope with the problem of 
advancing technology: England’s nineteenth century “Luddites” tried 
to stem the infant Industrial Revolution by smashing up the new ma- 
chinery. Says Alvin: “We could kick these new electronic machines 
like the Luddites did, but they wouldn’t give a damn.” 

The class will meet two nights a week for four years. Starting with 
the simplest math problems, it will eventually lead the students through 
basic courses in radar, physics, and electronics. The course outline has 
been accepted by the state-supported adult education program. Classes 
are open to non-union registrants, and the only tuition for the course 
is a 25-cent token fee required by the high school where the classes are 
held. 

“Automation’s a scare word, but if we’re going to scare our men, 
let’s scare them intelligently,” says Alvin. There’s no point in telling 
them a second flood is coming and nobody knows where the ark is. Our 
four-year course is our ark.” 


Time 
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Quality Control Without Conflict 


One OF THE main difficulties of 
quality control is the conflict which 
arises in the making of thousands of 
day-to-day decisions. All too often, in- 
spectors, supervisors, and 
find themselves at loggerheads. 

How to minimize this human con- 
flict was an important consideration 
in planning our new quality control 
program at Minneapolis-Honeywell 
Regulator Co. (Leaside, Ont.). 

We wanted a procedure that would 
accurately tell us the quality of our 
product, and would insure corrective 
action when the quality level departed 
from standard. Inspection had to cover 


operators 


two areas: 

First, it had to control the function- 
al characteristics of the product so as 
performance. Rigid 
standards must be maintained to pro 
tect customer, dealer, and company. 

Second, inspection had to control 
characteristics of the product which 
affect the ease of manufacture, though 
they have little bearing on operation. 

We first examined in detail the 
responsibilities of the various depart- 
ments with regard to quality. Then 
we divided these responsibilities into 
three components: 
ary, and executive. 

The legislative function (establish- 
ing and maintaining standards for 
operating characteristics) was assigned 
to the engineering department. It is 
their responsibility to set up the 
operating specifications, tolerances, 
and limits which will meet the re- 
quirements of the customer. 


to insure its 


legislative, judici- 
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A second phase of the legislative 
function, establishing and maintaining 
standards on all process 
tics, was assigned to the manufactur- 
ing department. This was our major 
departure from usual procedures. 
With the methods department, the 
manufacturing 
for determining the quality level and 
process characteristics which will pro- 
mote the most economical production. 

The judiciary function (deéiding 
whether a part does or does not meet 
standards) was assigned to the inspec- 
tion group. Inspection is not per- 
mitted to establish or modify stand- 
ards. All decisions must be made with- 
in the specifications laid down by the 
legislative group. 

The executive function, the pro- 
ducing of parts within specifications, 
rests with the manufacturing group. 

Inspection is carried out with mini- 
mum interference with manufactur- 
ing, as long as quality remains satis- 
factory. This is done by carrying out 
a series of checks on a continuous 
basis during final assembly, at inspec 
tion stations located so as to minimize 
rework and to effect quick corrective 
action. 


characteris- 


group is responsible 


A recorded inspection procedure is 
prepared for each station. It lists the 
procedure, the inspection limits, and 
the defects likely to be found at that 
station. 

For each station, the most economi- 
cal acceptable quality level (AQL) 
is determined. 

If the production line is producing 
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devices with a lower percentage of 
defects than is tolerated by the AQL, 
then the process is “in control.”. If 
the percentage is over the AQL, it’s 
“out of control.” 

Inspection has been divided into 
two groups: the quality control group 
and the floor inspection group. The 
former carries out all routine sampling 
inspections, following the written in- 
spection procedures. This work is done 
by junior inspectors on a_ closely 
scheduled basis. 

The floor inspection group is re- 
sponsible for product quality if the 
quality is unknown or if the process 
is out of control. When a new product 
is put into production, they look af- 
ter it until quality standards have 
been met. Floor inspection procedures 
are, of necessity, non-routine. More 


senior inspectors are used in this area 

The quality control group acts as 
a sensing mechanism which detects 
variations and reports to management 
Corrective action is instigated auto- 
matically by the manufacturing de- 
partment, with the floor inspection 
group advising on its effectiveness. 
Once an out-of-control process is dis- 
covered, all attention is directed 
toward bringing it back into control. 

With the installation of this pro- 
gram, an scheme 
was carried out both for senior mem- 
bers of the manufacturing and staff 
groups and for foremen, group leaders, 
and inspectors. 

The program was 
evidenced by a tremendous drop dur- 
ing the year in both major and minor 
defects. 


extensive training 


success of the 


—A. E. Cooper. Plant Administration, October, 1955, p. 95:6 


Getting More for Your Warehousing Dollar 


Ex uicHTenep management is looking 
more and more critically at ware- 
housing methods. More and more it 
recognizes that the man whose day 
is spent lifting and moving by hand 
represents high cost. 

Today, many jobs have been re- 
duced to routine mechanized opera- 
tions. Examples are the automatic ele- 
vators in many tall buildings, and the 
loading and unloading cycle controls 
that pick up or deposit material at 
predetermined stations. 

Does your organization have a well- 
defined method or procedure of search 
for improvement in material handling? 
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Does any individual have the 
time, the responsibility, and the au- 
thority to work for more profitable 
handling? The lack of real planning 
is probably more prevalent than most 
managers would like to admit. 
Perhaps the best gauge of perform- 
ance is the pressure from competition 
If you are constantly striving to meet 
competition, if you usually are trying 
to bring your operation up to theirs, 
you are almost certainly in need of 
improvement. If the converse is true, 
you have probably somewhat recently 
modernized your system. If you find 


one 


yourself in between, the most concrete 
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basis on which to proceed ts a com- 
parison of your present costs with the 
most economical proposed-system costs. 

Just how does one go about studying 
a warehousing system? First, we must 
acknowledge the need for a_ study 
and have an earnest desire for it. 
Second, we must be willing to devote 
an ample amount of time and concen- 
trated effort to see the study through. 

The goal should be a complete sys- 
tem tying together all phases of the 
operation—not a group of small unit 
solutions. There are bound to be 
special little problems, but these 
should be handled in the light of their 
weighted effect on the entire system. 

Facts, facts, and more facts are 
needed. Digging up factual informa- 
tion, writing it down in quantitative 
form, and organizing it into an out- 
line will uncover many poor prac- 
tices, and reduce to absolute values all 
considerations which made 
tangible. 

With the basic information at hand, 
the next step is to attempt to fit a 
handling system to it. It is important 
to consider every conceivable way of 
doing the job, visualizing it all the 
way through from receiving to ship- 
ping. Preconceived ideas and snap de- 
cisions can do much harm by shutting 
out alternate possibilities. Basic as- 
sumptions should be checked to make 
certain that they are well founded. 

If there appear to be two or three 
plans that are about equally satisfac- 
tory, each should be followed through 
in greater detail, making preliminary 
layouts and manpower: and equipment- 
investment estimates. 

The 


media becomes 


can be 


selection of proper storage 


important in connec- 
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tion with the layout. How much of 
each item of material is there to 
store? How much should be available 
for order picking? How many different 
items must be available? What bal- 
ance between fast-, medium-, and 
slow-moving items is in accordance 
with your orders and space? Are the 
various stock items arranged in proper 
relationship to each other as well as 
by quantity? 

The last phase would be a detailed 
layout, a fully developed method of 
operation, and a complete listing of 
all equipment required by the system, 
along with cost estimates of the equip- 
ment. 


To test the economic soundness of 


e 
the proposed system, 


a cost analysis 
should be made and compared to a 
cost analysis of the present operation. 
Good cost information on your pres- 
ent operation may be difficult to find. 
It is quite common in manufacturing 
industries to find only very general 
or inclusive cost data covering the 
handling operations. However, there 
is a trend towards isolating the costs 
of indirect labor operations. Time 
standards and 
already in use in handling operations, 
and another five years should see this 
approach used quite commonly in 
warehousing and other non-productive 
operations. 

In the warehouse, all direct labor 
costs are handling costs, but how are 
they distributed, and where are the 
big items? Do 
figure of the 


incentive systems are 


you have an accurate 
cost of handling the 
average order through your system? 
What does it cost you to unload a 
boxcar or a semi-trailer? How frequent 
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and how extensive are your overtime 
requirements? Do your delivery trucks 
stand idle at the docks, waiting for 
orders? Are you losing orders because 
of inability to give faster service? Do 
you have an excessive error rate on 
your outgoing orders? Do you have a 
rough idea of what these errors are 
costing you? 

Usually, the items of the cost 
analysis showing the most significant 
differences are labor and equipment. 


Other items that should appear are 
space savings, if any; equipment op- 
eration costs; and interest on invest- 
ment. 

If cost analysis is analyzed on the 
basis of pay-out period, a good pro- 
posal might be expected to pay for it- 
self in six months to a if the 
existing system is badly outdated; in 


year, 


one to three years in the more nearly 
average situations; and in four or five 
years on some proposals. 


—R. J. WitHerspoon. Flow, November, 1955, p. 67:7. 


“Social Security’’ Abroad 


ABOUT 50 NATIONS now have general old-age pension schemes covering 
all or much of their employed population, reports a recent issue of the 
International Labour Review, published monthly by the International 
Labor Organization. 

The 50 nations include all European countries, most American coun- 
tries, and a number in Asia and Africa. Public schemes for special 
occupations as well as numerous private pension schemes are also found 
in a number of countries. 

While a majority of countries has the same pensionable age for all 
persons regardiess of sex, a sizable minority (20 countries) provides a 
lower pensionable age for women than for men. 

The minimum pensionable age for normal pension under general 
pension schemes varies from 70 in Canada, Ireland, and Norway, to 50 
in Uruguay. In 12 countries, including the United States, Switzerland, 
Spain, Portugal, the Netherlands, Mexico, the German Federal Republic, 
Finland, and Egypt, it is 65. Ten countries set it at 65 for men and 60 
for women. Eleven others have fixed the minimum age for both men 
and women at 60. Nearly two-thirds of the countries have one of these 
two limits for all persons, while over four-fifths of them apply them 
for male workers. 

Some countries fix a lower pensionable age for particular categories 
of employees than for workers in general. Two occupations often as- 
signed a preferential pensionable age are mining and railway employ- 
ment. 





SPECIAL AMA MANUFACTURING CONFERENCE 
A special AMA Manufacturing Conference on the reduction of 


manufacturing costs will be held on Monday, Tuesday, and Wednesday, 
March 26-28, at the Hotel Statler, New York. 
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Top Management Compensation: 


AMA’s Latest Survey 


DEAN H. ROSENSTEEL 
AMA Executive Compensation Service 


Is MOST FIELDS of management, it 
has long been taken as a matter of 
course that a knowledge of what the 
competition is doing is basic to the 
formulation of sound company policy. 
Until fairly recently, however, a con- 
spicuous exception to this general rule 


was the touchy area of top manage-, 


ment compensation. Not only were top 
executive salaries—apart from a few 
well publicized instances—a_ closely 
guarded secret, but a man’s financial 
progress up the executive ladder was 
largely determined by purely individual 
considerations. 

With the increased complexity of 
business operations and the keen com- 
petition for men of high executive 
caliber, this somewhat haphazard 
method of compensation is rapidly be- 
coming a thing of the past. More and 
more companies are giving systematic 
thought to the establishment of formal 
compensation policies and plans for 
their key personnel. 

One of the problems of administering 
compensation according to a plan is 
to provide, at the same time, for due 
recognition of the executive's individual 
contribution to the company’s progress. 
This is a task in which the judgment 
of the salary administrator, however 
skilled, must be reinforced by authori- 
tative information on the pay prac- 
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tices of other companies and the in- 
dustry as a whole. 

To enable companies of all sizes and 
types to compare their compensation 
scales with those of similar firms, the 
AMA Executive Compensation Service 
has for the past six years conducted 
an annual survey of the compensation 
of corporate officers and key manage- 
ment personnel in a broad cross-sec- 
tion of companies throughout com- 
merce and industry.* Though, for the 
most part, the detailed findings of these 
surveys are relevant only when con- 
sidered in the light of individual com- 
pany situations, they point to certain 
general conclusions that should be of 
interest to all executives responsible 
for top-level salary administration: 

1. The salaries of top executives are 
more directly influenced by economic 
trends than are those of any other 
segment of the workforce. 

2. Over a period of time executives, 
members of 


both individually and as 
the management team, can do much to 
establish their own compensation levels. 


factors determining 


3. The the 


* The reports of the AMA Executive Compen- 
sation Service, which cover top management, 
middle management, administrative and tech- 
nical positions, and other related data, are 
available on a subscription basis only to ex- 
ecutives who have a direct responsibility for 
salary administration. For further informa- 
tion about the Service, write: AMA Execu- 
tive Compensation Service, 1515 Broadway, 
Times Square, New York 36, N. Y. 
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trends of executive pay are many and 
varied. They are difficult to analyze 
without an intimate knowledge of in- 
dividual company affairs and the ef- 
fectiveness of individual executives. 

Before examining these conclusions 
in greater detail, it should be pointed 
out that a top management compensa- 
tion survey differs from a lower-level 
one in two important respects. First, 
the ordinary wage survey covers jobs 
that are pretty much alike from com- 
pany to company and from industry 
to industry. Though this is also partly 
true of top management surveys, the 
requirements of top jobs and the 
qualifications of their holders cover a 
much wider range of differences. Com- 
pensation surveys have not yet been, 
and may never be, developed to the 
point where they furnish any guidance 
as to the qualifications of the men who 
actually fill the jobs. Hence, in deter- 
mining compensation levels for top 
management, great care must be ex- 
ercised in interpreting the survey find- 
ings. 

Second, all surveys of this kind re- 
port the compensation for the position 
rather than for the man who holds it. 
For this reason, where increases or 
decreases in compensation are reported, 
it does not necessarily follow that a 
particular man’s salary, bonus, or 
other compensation was increased or 
decreased accordingly. Though most 
executives remain in their jobs for 
several and sometimes for a number 
of years, the influence of turnover is 
always present. Both organizational 
and personnel changes are reflected in 
the figures. Usually the newcomer to 
an executive position, for example, is 
not paid as much as his more ex: 
perienced predecessor. 
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limitations, 
furnish 


Notwithstanding these 
top management 
much useful guidance in determining 
fair and equitable levels of compensa- 
tion for a company’s key executives. 


Surveys can 


ECONOMIC INFLUENCES ON SALARY 
ADMINISTRATION 


The period covered by the latest 
AMA survey was one of economic in- 
stability. The early part of 1954 saw 
the adjustment from a wartime to a 
peacetime economy. Actually, the re- 
cession was not as drastic as had been 
and the American 
was on the upswing again in the last 
quarter of the year. However, the 
effect of these economic trends 
clearly reflected in the levels of execu- 
tive compensation reported. 

Based on an analysis of returns from 
over 3,000 companies in the United 
States and Canada, the report covers 
more than 25,000 executive jobs, from 
company chairmen and presidents to 
key positions in each of the major 
management functions—sales and mar- 
keting, manufacturing and distribution, 
personnel and industrial relations, en- 
gineering and product research, finance, 
and purchasing. 


forecast economy 


Was 


As compared with the returns for 


the previous year, total sales and 
revenues of the reporting companies 
showed an over-all decrease of 2.2 per 
cent 
between December 31, 1954 and June 
30, 1955. Because of higher costs and 
expenses, profits before taxes were 5.8 
per cent lower. However, this decline 
In pre-tax earnings was offset largely 
by. lower federal income taxes and by 
the expiration, at the end of 1953, of 
the corporate excess profits tax. The 
net result was an increase of 4.1 


for various fiscal years ending 


per 
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Item 
Sales 
Profits before taxes 
Profits after taxes 
Salaries 
Bonus payments 
Retirement contributions 


Total compensation 


* Decrease 





RELATIONSHIP BETWEEN ECONOMIC TRENDS AND 
ExECUTIVE COMPENSATION, 1952-1954 


Per Cent Increase or Decrease 
1952 1953 1954 
5.1 9.9 rs 
11.9* 6.7 5.8* 
2.4* 8.3 4.1 
3.9 4.6 y By 
11.7* 6.8 4.8* 
2.8* 8.0 8.2 
6 oe - 1.8 








after taxes. 

which ac- 
counted for about 78 per cent of all 
compensation for 


total 
On the average, salaries 


cent in earnings 


these positions 
showed an over-all increase of 2.7 per 
cent. Payments under various types of 
bonus and incentive plans, accounting 
for 16 per cent of the total amount, 
were lower than the previous year by 
4.8 per cent. (Somewhat less than half 
the companies surveyed have such 
plans.) There was no evidence that 
the benefits of lower federal corporate 
income which turned the de- 
creased profits before taxes into a 
nominal increase after 
passed on to top management. 
Following the trends in industry and 
employment generally, company con- 
tributions to retirement programs rep- 
resented an increasing share of the 
compensation paid to executives. About 
68 per cent of the companies surveyed 
have such plans, and 65 per cent of 
the executives participate in them. 
These contributions accounted for 6 
per cent of the total compensation and 
showed an increase of 8.2 per cent 
over the previous year. The net result 
of these increases and decreases in 
salaries, bonuses, and retirement con- 


taxes, 


taxes, were 
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tributions was an over-all increase of 
1.8 per cent in total compensation. 
The 


nomic trend, as reflected in corporate 


correlation between the ecu 
sales and profits, and executive com- 
pensation for the years 1952-1954 is 
shown in the accompanying table. 
The influence of economic conditions 
is further reflected in a decline in the 
number of executive positions for 
which higher salaries were paid. Dur- 
ing the previous year, when salaries 
increased 4.6 per cent, higher salaries 
were reported for almost half the posi- 
tions for which comparable informa- 
In 1954, only 38 
per cent of comparable positions were 
paid more. 


tion was available. 


There was no change in 


the salaries paid to about 52 per cent, 
and 10 per cent were paid less than in 
1953. 


These averages do not, of course, in- 
dicate what happened in particular in- 
dustries and cornpanies, or to individ- 
ual executives. Even broad groupings 
industrial classifications 
showed wide variations. For example, 
all durable-goods manufacturing sales 
showed a decrease of 8.6 per cent, 
while non-durable goods manufactur- 


of various 
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ing sales were down by only three- 
tenths of 1 per cent. The volume of 
retail and wholesale trade and utilities 
also changed less than 1 per cent, but 
petroleum and natural gas dropped by 
about 7 per cent. Though all the 
broad industrial classifications showed 
an increase in after-tax profits, this in- 
crease ranged from 1 per cent in trade 
to over 15 per cent in non-durable 
goods manufacturing. 

These divergencies were reflected in 
the compensation paid. For example, 
in one industry, where profits declined 
between 20 and 30 per cent though 
salaries remained practically unchanged, 
bonus payments dropped an average 
of 25 per cent. In this particular 
group, contributions to retirement 
funds were also lower. On the other 
hand, manufacturers in another indus- 
try chalked up a 25 per cent increase 
in profits, and their bonus payments 
rose in the same proportion. 


FACTORS DETERMINING SALARY RANGES 


While economic trends influence the 
fluctuations in executive compensation 
from year to year, they have little 
effect on the ranges that can be con- 
sidered the market value of the jobs. 
Six years of study have shown that 
the most important influence on the 
amount of compensation paid on top 
management jobs is company size. For 
example, in a particular industry, the 
total compensation paid to the chief 
executive officers in companies aver- 
aging $1.5 million in sales may range 
from $20,000 to $30,000, with an 
average of $25,000. In the same in- 
dustry, the chief executive officers in 
a group of companies averaging $500 
million in sales may have an average 
salary of $175,000, and the range may 
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extend from a low of $140,000 to a 
high of over $200,000. 

For this reason, company growth, 
one of the primary objectives of most 
managements, is also the means where- 
by executive groups can expect to 
raise their own compensation levels. 
In fact, over the long pull, it would 
seem to be the only way of perma- 
nently raising them. 

The Executive Compensation Service 
uses sales as the criterion of size, pri- 
marily because most management 
people think in sales terms. There are, 
of course, other criteria, such as the 
amount of profits before and after 
taxes, the amount of capital invested, 
and the number of employees. All of 
them should be taken into account, just 
as a position evaluation plan uses more 
than one factor to determine the size 
and scope of jobs. Considerable re- 
search has shown that, for all practical 
purposes, when companies in the same 


industrial classification are compared, 


correlating compensation with sales 
volume gives essentially the same re- 
sults as when profits, capital invested, 
or numbers of employees are used. 
These factors are all interrelated. Com- 
panies that increase their sales volume 
without a corresponding increase in 
profits do not stay in business. 

Aware of the fact that compensa- 
tion is related to company size, many 
companies have projected their long- 
range plans to show the levels of execu- 
tive compensation that might be justi- 
fied, in the event of estimated sales 
volumes and satisfactory profit ratios 
being attained. Here, obviously, is a 
powerful incentive toward healthy 
growth. 

In the administration of executive 
pay there are two considerations to 
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take into account. One is the market 
value of the job itself, and the other 
the performance of the man in it. 
Usually, as has been said, the market 


value of a job can be expressed in 


ranges. In most evaluation plans, the 
spread between minimum and maxi- 
mum rates corresponds to from 50 to 
60 per cent of the minimum salary. 
This calculation applies to basic salaries 
only, and does not include bonus op- 
Where 
are made, the possible range of com- 
pensation can be much wider. 


portunities. bonus payments 


Though the market value of a job, 
i.e., its salary range, determined by 
an executive's 
position within the range can be cal- 
of performance fac- 
trend of sales and 


company size and scope, 
culated in terms 
tors, such as th 
» of profits to sales, and 
investment. 


profits, the rati 
the return on 
pany is showing more rapid growth 
than other companies, and 
better-than-average profit trends and 


If a com- 
similar 


ratios, then compensation can justifi- 
ably fall within the upper part of the 
range. Conversely, if sales and profit 
trends and ratios are well below the 
average, compensation at the lower 
end of the range would be in order. 

That general economic trends are 
not the only measures of executive per- 
formance is pointed up by a supple- 
mental study. Here, two-thirds of the 
executive positions where increased 
compensation was paid were in com- 


panies that reported increased sales, 
and rather more than half were in 
companies that reported increased prof- 
its. Conversely, more than 70 per 
cent of the executive positions for 
which lower compensation was paid 
were in companies that reported de- 
creased sales, and the same held true 
for companies that reported decreased 
profits. Thus, for about one-third of 
all positions, compensation payments 
were contrary to the sales and profit 
trends of their companies. 

In part, an industry’s general eco- 
nomic outlook may account for what 
otherwise might appear to be incon- 
sistencies in salary administration. The 
level rather than the trend of sales 
and profits may be the important con- 
sideration. On the 
performance may be considered com- 
pletely satisfactory, though the trend 
is temporarily downward. A feeling 
of confidence in the future may be the 
decisive factor. 

By and large, it would seem that 
though top salary administration poli- 
cies generally follow sales and profit 
trends, they are also influenced by 
many other factors. Internal relation- 
ships are no less important than the 
prevailing practices elsewhere. Never- 
theless, there is a growing realization 
that a knowledge of what other well- 
managed companies are doing about 
the compensation of their key person- 
nel is essential to the maintenance of 
a sound, competitive position. 


long-range view, 





ON BEING WRONG: Next to being right in the world, the best of all things 
is to be clearly and definitely wrong, because you will come out some- 


where. 


If you go buzzing about between right and wrong, vibrating 


and fluctuating, you will come out nowhere; but if you are absolutely 
and thoroughly and persistently wrong, you must, some of these days, 
have the extreme good fortune of knocking your head against a fact, 


and that sets you all straight again. 
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How Labor Unity Affects You 


Two YEARS AGO few thought it would 
happen. But labor unity is now a 
reality and opens a chapter in the 
American labor movement which will 
frighten some industrialists and en- 
courage others. 

Behind the mass of petty questions 
such as “who will run the publicity?” 
and “who will print the new station- 
ery?” is the cold hard fact that labor 
is once again united. The exception: 
the United Mine Workers who will 
stay in their isolated camp as long as 
John L. Lewis lives—and perhaps 
longer. 

Does this mean that the feud be- 
tween David McDonald, steel union 
chief, and Walter Reuther, auto union 
head, is ended? Not by a long shot. 
But their competition will carry an 
impact upon the policies in the newly 
merged organization. 

For the sake of harmony the official 
amalgamation has been called a merger. 
More than anything it is a “return to 
the fold” for the CIO. The latter has 
served its purpose in organizing the 
masses of workers on an industry 
basis. 

The AFL has changed considerably 
since those days when Mr. Lewis 
started his militant Committee for In- 
dustrial Organization. Today there is 
no basic reason for labor to be split 
into two camps. And further, there 
was no place for CIO to go except 
back “home.” 

One of the biggest surprises was 
that Mr. Reuther agreed to fold up 
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his personal tent and come back to the 
AFL. But Walter Reuther hopes to 
make his militant social policies part 
and parcel of the new organiza- 
tion. Will he be able to do it? That's 
the big gamble he is taking 

The big question mark to many in- 
dustrialists is George Meany, the head 
of the merged unions. Mr. Meany is 
a modern the old AFL 
philosophy. 


version of 


George Meany is no talkathon ex- 
pert. He is no user of flowery or pic- 
turesque words. He does not threaten 
or bluster. Nor does he give in easily 
The merger is a credit 
Meany’s ability as labor's 
executive 

In Mr. Meany’s strength lie those 


to George 


first real 


factors which scare some management 
people and are inclined to please others. 
No longer can some industrialists play 
the AFL against the CIO. 

Under the new labor federation the 
CIO will still carry on somewhat the 
way it has before. But there will be a 
sense of restraint or more of a drive 
to do things for the “good of labor.” 
That means that management does 
face a stronger labor front. 

Business people are probably worry- 
ing unnecessarily if they feel Mr 
Reuther’s methods in toto will be taken 
over by the new confederation of 
labor. But in the matter of support 
from AFL and CIO unions the federa- 
tion means that picket lines will take 
on a new meaning. From the standpoint 
of strength in numbers, a solid front, 
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and added pressure upon political par- 
ties, the merged unions are a formid- 
able factor with which to reckon. 
There is a group in management 
which is not too worried about labor. 
This segment believes that basically 
labor and management can and should 
get along without periodic and costly 
strife. These business men see in the 
merger a return to greater responsibili- 
ty by labor people. They feel that cer- 
tain undesirable tactics will be re- 
strained. They believe that a labor 
man who is really a leader—-and they 
feel George Meany is such—will use 
some method other than strife and 
bombast to make gains for labor. 
This more liberal group of indus- 
trialists wants stabilization in !abor- 
management affairs. Costly strikes 
which end with management giving 


in after suffering untold losses are 
something they feel can be done with- 
out. This expanding circle of execu- 
tives also feels that too much of the 
circus surrounds negotiations and labor 
demands these days. 

It may take two years before either 
conservative or liberal management is 
sure of its feelings; two years for the 
conservative industrialists to find out 
that there may be a basic change in 
labor’s methods and outlook; two years 
for the liberal management to find 
out that there is substance to their 
hopes. 

Within labor’s ranks there has been 
a cease-fire. The truce is real. The 
next few years will tell the real story. 
Until then George Meany and indus- 
try’s leaders have a chance to make 
new labor-management history. 


—Tom CamPBELL. The Iron Age, December 1, 1955, p. 62:2. 


Don’t Get Caught in That Better Mousetrap! 


Ow every HAND today, business men 
read the “success stories’ about new 
product introduction. But what of 
the X Company which spent a 
million and a half dollars developing 
and tooling for a new product and had 
to withdraw it after six months for 
a complete overhaul? Or the Y Com- 
pany whose new product has nearly 
killed off sales of its old line in some 
trades? Or the Z Corporation which 
swallowed a financially troubled com- 
petitor and now has severe indiges- 
tion? 

When considering the introduction 
of a new product, managements too 
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often proceed on a seemingly safe 

assumption which may later turn out 

to be based on a serious error. Here 

are some examples: 

“There’s a proven market for this 
product.” 

The advantages of adding a market- 
tested product to an existing line are 
obvious. Under the right circum- 
stances, this simple way of adding a 
new product can be sound business. 
But its simplicity can be misleading. 
Here are some of the checks that 
successful experience suggests: 

Is the volume really there? The 
picture reflected by reports from a 











few trade sources, or casual observa- 
tions at the retail level, can be greatly 
distorted. Some companies have found 


wholesale or retail trade surveys 
necessary. 
It’s just as important to know 


whether sales are still growing or 
whether they've passed their peak. 
Many startlingly successful items have 
had somewhat short-lived sales ca- 
reers. 

No matter how big the total market 
appears to be, it’s important to know 
what share the new entrant will 
realistically be able to claim. Manage- 
ment’s failure to face this question 
squarely is surprisingly common—al- 
though not always admitted. 

“We'll lose customers without it.” 

The full-line house vs. the specialist 
—that’s the basic controversy here, 
and there are strong arguments on 
both sides. - Where a company has 
built a reputation as a specialist in 
a particular line, however, it’s always 
possible that it will lose more trade 
as a result of branching out than it 
will by continuing to specialize. When 
customers strongly prefer buying a 
broad line from one source, a growing 
number of companies are finding it 
profitable to market related products 
together by acting as sales agent or 
distributor for another manufacturer. 


“Our sales force already calls on this 
trade.” 

Making more effective use of a 
sales organization is a frequent and 
often legitimate aim in new product 
development. The claim that this will 
be the case, however, is apt to be 
made for any new product that won't 
require building a sales organization 
and locating customers. Yet often in 
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the same operation there are com- 
plaints that the sales force is already 
giving skimpy coverage to some 
products. Another possibility to con- 
sider, where sales compensation is 
based on a large average unit sale, is 
that the sales force may have little 
interest in pushing a new item with 
a small ticket. 
“We have the idle plant capacity.” 
Some manufacturers have actually 
gone into production on new items, 
only to find that they couldn't com- 
pete using their existing methods and 
equipment. Moreover, introducing a 
new product may require substantial 
outlays for research, promotion, sales 
training, etc. It’s well to consider 
whether spending the same money on 
building a bigger market for the 
present line might not be a better 
approach to the problem of cutting 
down on idle equipment time. 
“It will balance out the seasonal dip.” 
In their enthusiasm for new 
products as answers to seasonal head- 
aches, some companies have given far 
too little thought to the 
that brand-new headaches 
involved. 


possibility 
might be 


If you are in a seasonal field, check 
to see what others in the same position 
are doing about the seasonal slump— 
and why. It’s true that your new 
product idea may be one the others 
haven't thought of yet, but it’s also 
possible that it’s been tried and re- 
jected before. 

“There’s nothing like it at the price.” 

In a wide variety of fields today, 
products priced above or below 
established price lines simply will not 
sell. Where a proposed price would 
fall between the upper and lower 
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competitive price lines, the reasons for 
the gap should be pinned down be- 
fore any move is made to {ill it. 

Does the price fit the distribution? 
It may be too high or too low for 
the trade to work with. Or, it may 
not fit shipping, postage, and similar 
cost schedules. One good reason for 
gaps in the pricing of certain products 
is the existence of price brackets in 
rate schedules for rail shipment, ex- 
press handling, etc. 


“This is what we know how to make.” 

A manufacturer of an_ industrial 
supply line may look longingly at 
the large market for consumer prod- 
ucts that can be turned out on his 
equipment. But unless he is prepared 
to turn such products over to a dis- 
tributor right at the factory gate, he 
obviously must move with extreme 
caution. This is equally true, of course, 
for the consumer goods producer on 
the other side of the fence. 


S 
—Staff Report: Operations (Research Institute of America, Inc., 589 Fifth Avenue, 


New York 17, N. Y.). 


Employees Size Up the Annual Report 


WHAT DO EMPLOYEES think of the annual report? That’s a question often 
asked—most recently by the Esso Standard Oil Company. In an effort 
to learn employee reaction to its employee annual report, Esso set 110 
supervisors to the task of querying their own employees in the refineries, 
sales departments, and home office—a total sampling of 2,750 workers. 
The supervisory group then relayed the opinions of each of their groups. 

While their opinions are directed to one specific annual report, the 
general feelings of these employees might apply to similar reports by 


other firms. 
cant. 


Some of the attitudes they expressed are decidedly signifi- 


Esso found, for example, that employees liked the report, believed it, 
and saw in it evidence of management’s willingness to communicate 


facts about the business. 


The ten-question survey dealt with such subjects as interest in the 
report (higher than in the previous two reports); readership (indica- 
tions are that 60 per cent read the report, in varying degrees); value 
of the report to employees (strong employee relations, they said); and 
suggested changes (the majority reported they like the report as it is). 

Some of the suggestions on improving the report (although 90 per 
cent said the report was well prepared, clearly written and easily 
understood) may be of use to other companies preparing reports for 


their employees: 


1. Highlight average employees, with less emphasis on top manage- 


ment. 


2. Include even more local operation news. 


8. Publicize the report better—get the public more aware of our 


financial picture. 


4. Provide more of the information in pictorial style and have less 


reading matter. 


5. Provide simpler financial information. 
—Explaining Your Business (U. S. Chamber of Commerce, Washington, D. C.) 11/55 
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Overcoming Obstacles to Effective Delegation 


WILLIAM H. NEWMAN 


Graduate School of Business, Columbia University 


“4Go west, young man!” was Horace 
Greeley’s counsel for success a century 
ago. Today, in management circles, 
the common advice is: “Delegate. 
Decentralize.” 

Why is this advice so often dis- 
regarded? Many management practices 
are open to uncertainty and debate, 
but there is substantial agreement in 
this country on the desirability of 
delegation. Experience, especially dur- 
ing the last war, has shown a remark- 
able capacity in people down the line 
to shoulder responsibility and get re- 
sults. We also know that wise delega- 
tion is an important training device 
and helps build morale. Yet, in com- 
pany after company, executives frankly 
admit that they do not delegate as 
much as they can and should. 

The malady is not universal, of 
course. The production achievements 
of American business would not have 
been possible without assignment of 
tasks—and accompanying freedom 
of action—to literally millions of 
individuals. Still, in large companies 
and small ones, we hear: 

“He’s overworked but he won't let 
“There’s a good man if only his 
boss would turn him loose.” 

“Everybody agrees it’s a one-man 
show but we can’t seem to break the 
pattern.” 


go 


If we could overcome the obstacles 
to delegation in such cases as these, 
the resulting resiliency and flexibility 
would add further strength to the 
company and our business structure. 
What, then, is the nature of the dif- 
ficulty? 

To sharpen the problem, let us set 
aside the cases where the boss, at any 
level—president, district manager, su- 
perintendent, or first-line supervisor— 
does not want to delegate. Some bosses 
are little Napoleons who can satisfy 
their egos only by keeping all the 
authority to make decisions within 
their own hands. Also, the boss’s boss 
may hold such a tight rein that the 
junior man does not dare delegate 
further. Then, there are some men in 
executive positions who haven't given 
enough thought to management per se 
to recognize the advantages of de- 
centralization. A lack of desire to dele- 
gate for such reasons as these is a 
problem in itself. 

But what of the cases where effec- 
tive delegation is lacking even though 
it is recognized as desirable? All too 
often the boss may give lip-service to 
delegation and sincerely agree that it 
is desirable, but for some reason the 
right to decide—with corresponding 
responsibility and initiative—does not 
pass down the line. 

Effective delegation centers around 


This article grew out of a series of discussions in the Division Management Seminars of 


McKesson & Robbins, Inc. 


Members of the Executive Program of the 


Graduate 


School of Business, Columbia University, also contributed useful ideas from their wide 


experience. 
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a personal relationship between two 
individuals: the boss and his immediate 
subordinate. The boss, who is account- 
able for achieving certain results, looks 
to the subordinate for the performance 
of parts of the job, and toward this 
end gives him permission to take cer- 
tain action. The greater the freedom 
of action, the higher the degree of 
delegation. The subordinate, on the 
other hand, accepts an obligation to 
use his talents to accomplish the mis- 
sion. 

In practice, this is typically a grow- 
ing and shifting relationship between 
the two men. The freedom and initia- 
tive which the subordinate is expected 
to exercise can rarely be spelled out in 
detail; the substance of the delegation 
takes on real meaning in the working 
habits which are developed from day 
to day. These habits and attitudes, in 
turn, are shaped by the subtle inter- 
play of the two personalities involved. 

The personal adjustments involved 
in effective delegation cannot be created 
by an order from the president or a 
page in the organization manual. 
Formal statements regarding organiza- 
tion have an influence, of course, as 
does company tradition. An organiza- 
tion plan, however, does not become 
reality until it is incorporated into the 
behavior pattern of the specific individ- 
uals involved. This is the point where 
delegation so often breaks down. 

A closer look at some of the tugs 
and pulls on the two people involved 
in delegation may reveal blocks to 
desired behavior. The following list 
suggests some of the common pitfalls. 
An executive who is plagued with a 
failure of real delegation to occur at 
a specific point in his organization may 
well find the root of the trouble among 
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these stumbling blocks. At the least 
the analysis gives an approach which 
can profitably be applied to such weak 
spots. 

Let us look first at some of the rea- 
sons why executives are loath to dele- 
gate and then turn our attention to 
common reasons why subordinates 
hesitate to take responsibility. 


REASONS FOR RELUCTANCE TO 
DELEGATE 

1. Some executives get trapped in 
the “I can do it better myself’ fallacy. 
A man who is both conscientious and 
has high standards of performance is 
naturally tempted to perform himself 
any activity that he can do better 
than his subordinates. This may be 
anything from writing advertising copy 
to directing repair work when a ma- 
chine breaks down. Assuming that the 
executive really can do the job better 
(which is not true quite so often as 
he thinks it is), the executive must 
nevertheless reconcile himself to turn- 
ing the job over to someone whose per- 
formance will be “good enough.” The 
choice the executive has to make is 
not between the quality of work he 
or his assistant will do on the specific 
task; instead, he should compare the 
improvement in performance resulting 
from doing the work himself against 
the benefits to the total operation which 
will arise from devoting his attention 
to planning and supervision, which 
only he is in a position to perform. 
Only after an executive accepts emo- 
tionally and intellectually the idea that 
his job requires getting most things 
done through other people will full 
use be made of delegation. 

2. Lack of ability to direct is an- 
other barrier to successful delegation. 
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The executive must be able to com- 
municate to his subordinate, often far 
in advance, what is to be done. This 
means that the executive must (a) 
think ahead and visualize the work 
situation, (b) formulate objectives and 
general plans of action, and then (c) 
communicate these to his subordinate. 
After the two men have worked to- 
gether for a period of time, this process 
may be extremely informal, but it is 
still important that the three key ele- 
ments be present. 

All too often executives have not 
cultivated this ability to direct. The 
author remembers well one of his first 
bosses, a very friendly individual with 
shrewd business judgment, who simply 
could not tell a man working for him 
what he wanted done more than a few 
hours ahead of time. Life for sub- 
ordinates was a bit precarious because 
success depended upon guessing how 
the boss’s mind: would work before the 
boss himself had formulated his ideas. 
Here was a man who wanted desperate- 
ly to delegate, but could do so only 
for repetitive situations because he was 
unable to identify and communicate 
the essential features of his long-range 
plans. 

3. A third possible block to effective 
delegation is lack of confidence in 
subordinates. Here, the executive hesi- 
tates to turn things over to his subordi- 
nate because: 


“He'll take care of the details all 


right but miss the main point.” 


“I’m not sure of his judgment in a 
pinch.” 

“He has ideas but doesn’t follow 
through.” 

“He's too young to command the 
respect of the other men.” 


—or some other doubt about the ability 
to get the job done. 

When this kind of a situation is 
open and recognized, the remedy is 
clear: Either training should be started 
immediately or, if this is impractical, 
a new subordinate found. Often the 
situation is by no means so clear-cut, 
however. The lack of confidence may 
be subjective and almost unconscious. 
Where this is so, the executive is 
likely to give lip-service to delegation 
but in the actual working relationship 
won't let go. 

4. A related obstacle to delegation 
is absence of selective controls which 
give warning of impending difficulties. 
Problems beyond those covered by the 
delegation may arise, and the executive 
naturally wants to avoid being caught 
with no warning. Consequently, the 
executive needs some “feedback”’ on 
what is going on. Such information is 
also useful for counseling and for 
appraising final results. While care 
must be taken that the control system 
does not undermine the very essence 
of delegation, it is also true that the 
executive cannot completely abdicate 
his responsibilities. Unless the execu- 
tive has confidence in the adequacy of 
the controls set up he probably will be 
very cautious about delegating. 

5. Finally, the executive may be 
handicapped by a temperamental aver- 
sion to taking a chance. Even with clear 
instructions, proper subordinates and 
selective controls, there still remains 
the possibility that something will go 
wrong. The greater the number of 
subordinates and the higher the degree 
of delegation, the more likely it is 
that sooner or later there will be 
trouble. The executive who delegates 
takes a calculated risk. Over a period 
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of time, he expects that the gains from 


f 


delegation will far offset the troubles 
that arise. Until the executive sees this 
characteristic of his job, and adjusts 
to it emotionally as well as intellectual- 
ly, he is likely to be reluctant to dele- 
gate. 

These five obstacles to effective dele- 
gation are all related to the attitudes 
of the boss—the man who is doing the 
delegating. Fortunately, the attitudes 
of most men can be modified, at least 
in intensity. So, when you are faced 
with a specific situation where author- 
ity is in fact not being delegated as it 
should be, look first for reasons why 
the executive may be reluctant to turn 
over authority to someone else. 

WHY SUBORDINATES AVOID 
RESPONSIBILITY 

Delegation, as noted above, is a two- 
sided relationship. Even when the boss 
is ready and able to turn over author- 
ity, there may be reasons why the 
subordinate shrinks from accepting it. 
Something within the subordinate him- 
self or in the relationship with his boss 
may become a block. Let us look at 
some likely difficulties on the part of 
the subordinate. 

1. Often the subordinate finds it 
easier to ask the boss than decide for 
himself how to deal with a problem. 
Making a wise decision is usually hard 
mental work, and men are perpetually 
seeking formulas or short cuts to avoid 
this labor. If a man finds that he can 
take a half-baked idea or a problem to 
his boss and get an answer, it is natural 
for him to do so. In addition, making 
one’s own decisions carries with it 
responsibility for the outcome. Asking 
the boss is a way of sharing, if not 
shifting, this burden. Over a period of 
time, asking the boss becomes a habit 
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and the man develops a dependence 
upon his boss rather than on himself. 

A habit of taking all the non-routine 
and tough decisions to the boss can 
best be broken by an agreement be- 
tween the two men concerned to mend 
their ways. If the practice is of long 
standing, perhaps the executive will 
have to resort to stubborn refusal even 
to give advice. Then, after a period 
of “throw him in the water and let 
him swim,” a more healthy coaching 
relationship can be established. The 
distinction between advice, decision 
and orders will, however, remain slip- 
pery and the boss must constantly be 
on his guard that his advice does not 
undercut the attitudes of initiative and 
responsibility he is striving to build. 

2. A second factor which deters a 
man from embracing greater responsi- 
bility is the fear of criticism for mis- 
takes. Much depends upon the nature 
of the criticism. Negative criticism is 
often resented where constructive re- 
view might be accepted. “The old man 
sure raised the roof, but I swear I 
don’t know what I'd do differently if 
it happened again.” 

“Unreasonable” criticism is likely to 
evoke even sharper reaction. Unrea- 
sonableness, in this situation, must be 
defined in terms of the feeling of the 
subordinate. If he feels that unfavor- 
able results were beyond his control, 
that his duties and authority were not 
clear, that his actions were wise in 
terms of the situation as he knew it at 
the time, or that he has not been given 
an opportunity to explain his side of 
the story, the criticism will have a 
cowing effect. 

Negative or unreasonable criticism 
given publicly in a way which em- 
barrasses a man before fellow workers 


39 





adds salt to the wound. The impact 
of such criticism on a man’s willingness 
to take on new responsibility is direct. 
He naturally will be inclined to be 
cautious and play it safe, if he has 
learned from experience that taking on 
more risk may result in an embarrassing 
and unwarranted bawling out. The 
subordinate’s feeling is, “Why should 
I stick my neck out for that guy?” 

3. Most men hesitate to accept 
responsibility when they believe they 
lack the necessary information and 
resources to do a good job. The en- 
thusiasm of a newly appointed training 
director in an industrial company, for 
example, was dampened when he found 
he had virtually no equipment and 
very poor secretarial help. Then, when 
top management officials not only 
were too busy to see him, but also 
failed to keep him advised of changes 
in company planning which affected 
training needs, he lost most of his 
remaining initiative. Here again, much 
depends upon attitudes and expecta- 
tions. It is possible for a person reared 
in a restraining web of budgetary and 
personnel limitations to accept respon- 
sibility knowing full well he will have 
to battle for each step he takes. Gen- 
erally, however, the frustrations that 
go along with inadequate information 
and resources create in the man an 
attitude which rejects further assign- 
ments. Such a barrier makes effective 
delegation difficult indeed. 

4. A fourth obstacle to accepting 
responsibility is simply that the sub- 
ordinate may already have more work 
than he can do. True, such an overload 
may be the man’s own fault; for ex- 
ample, he may make poor use of his 
own time or fail to hire trained, com- 
petent assistants even though he has 


the authority to do so. But, from the 
point of view of his willingness to ac- 
cept responsibility, the cause of the 
overwork is not the critical point. If 
he already feels overburdened, he will 
probably shy away from new assign- 
ments which call for thinking and 
initiative. 

5. Lack of self-confidence stands in 
the way of some men’s accepting respon- 
sibility. The boss believes the man can 
do the job and is willing to take the 
risk of the outcome, but the man is 
unsure of himself and doesn’t like to 
take the plunge. Ordering the man to 
have self-confidence will have little 
effect. In many cases, however, self- 
confidence may be developed by care- 
fully providing experience with in- 
creasingly difficult problems to help 
the man sense his own potentialities. 
To be sure, some men may not have 
the psychological make-up to carry 
heavy responsibilities—but here, again, 
World War II provided us with many 
examples of far greater latent ability 
than appeared on the surface. 

6. Finally, positive incentives may 
be inadequate. As already noted, ac- 
cepting additional responsibility usually 
involves more mental work and emo- 
tional pressure. In the lower ranks of 
some companies, there is some social 
stigma on the “eager beaver” who is 
pushing to get ahead. Also, there is 
more or less risk of failure; failure is 
unpleasant and may result in embarras- 
sing removal from the job. For these 
reasons, there should be positive in- 
ducements for accepting delegated re- 
sponsibility. These inducements may 
take all sorts of forms, such as pay 
increases, better opportunity for pro- 
motion, fancier title, recognized status 
in the organization, more pleasant 
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working conditions, additional power, 
personal recognition and approval by 
respected members of the enterprise, 
and other rewards both tangible and 
intangible. The important point is that 
the specific subordinate affected by 
delegation should be provided with a 
positive incentive which is important 
to him. 
CONCLUSIONS 

We see, then, a variety of possible 
reasons why a subordinate may hesitate 
to accept new responsibilities. These 
and other points which might be added 
to the list emphasize the need to think 
about the specific individuals involved 
and the factors which will affect their 
reactions to a change in delegation of 
authority. 

Fortunately, many delegations en- 
counter none of these obstacles, and 


in other situations there may be only 
one or two points which interfere with 


effective delegation. In any case, the 
list of common reasons for reluctance 
on the part of the boss and of the 
subordinate suggests potential difficul- 
ties to look for, and provides a frame 
of analysis that should be useful even 
when the specific points don’t happen 
to fit a given situation. 

The main thing that all of us 
who are enthusiastic about delegation 
and decentralization ought to remember 
is that the carrying out of such plans 
requires the adjustment of attitudes 
and behavior patterns of specific indivi- 
duals and a workable adjustment in 
their relationships. Such adjustments 
are a normal occurrence in a dynamic 
society, but we must recognize that 
they take time and that some individ- 
uals are more adaptable than others. 
Our best plans will come to naught 
until these personal adjustments have 
been made. 


Public Service—Key to Public Support 


THE SOCIAL responsibilities of business, large or small, are existent be- 
cause the public says they are. Now the question is—what can we do 
about them? How can we so focus our efforts, whether our business 
be modest or extensive, so that we will get credit in the public ledger 
for doing something for society above and beyond the sale of a product? 
How can we motivate people to further condone and accept us? 

The answer is for every business, large or small, to get out its broom 
and sweep the walk clear of inertia and do-nothing philosophy in front 
of its own front door. In short, every business should do something to 
discharge its social responsibility. With everyone doing something, there 
is no doubt that the effect will be magnificent and compelling. Such 
combined effort will register with great impact, and the motivation for 
increased public support and approval of our enterprises is bound to 
grow. 


—Harry A. Butts (Chairman of the Board, General Mills, Inc.) in an address before 
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A WORKER in the U. S. can buy a new car for about one-third less, in 
terms of working time, than his counterpart and Britain, or about one- 
half as much as a German worker, according to a recent analysis by the 
National Industrial Conference Board. 
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Strengthening Your Cost Reduction Program 


U ness Top MANAGEMENT is 
vinced that cost reduction on a 
tinuing basis is necessary for survival, 
any company’s cost reduction activity 
is likely to fluctuate widely. In good 
times, when the cry is for more pro- 
duction at any cost, it will be almost 
forgotten; when red ink begins to ap- 
pear on the books, it will be reinstated 
almost as a measure of desperation, 
with all the upsetting effects that this 
implies. 

Traditionally, most 
activities have been focused on 
duction, with the lion’s share of ef 
going towards reducing direct labor 
Unquestionably, efforts along 
these lines should continue. But the 
management that seeks cost reduction 
only in the area of direct labor is 
missing some very 
tunities for improvement. 

Indirect labor, for example, is just 
as fertile a field for savings; the office 
presents as good hunting grounds for 
savings as the factory. 
analysis will almost always reveal un- 
necessary duties; unbalanced work- 
loads resulting in daily idle time for 
some and frequent overtime for others; 
poor layout; antiquated methods; and 
lack of output targets which give 
either supervisors or the office staff an 
idea of what should be expected. 

The engineering function can re- 
duce costs through its time-honored 
role of providing better product de- 
signs. But the activities of the engi- 
neers themselves can often be im- 
proved. The introduction of simplified 


con- 


con- 


cost reduction 


pri y 
r 
I 


ort 


costs. 


important oppor- 


Competent 
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schedul- 
ing of work assignments with definite 
installed 
methods of reducing engineering costs 


drawing techniques and the 


time targets are two easily 

Sales activities offer in many cases 
an almost virgin field for cost reduc- 
tion. Very few sales managers insti- 
tute the detailed 
minute-by-minute activity of the sales- 


analysis of the 


man that is applied by the industrial 


engineer to the factory worker. In 
been 


the ‘few where this has 


done, the resulting 


J 


volume and decrease in unit selling 


cases 
increase in sales 
cost have been impressive. 

One of the most promising recent 
cost-reduction techniques is linear pro- 
Truly 
have been achieved through its appli- 
different 
The value of linear programming lies 
in its ability to produce better answers 


gramming. dramatic savings 


cation in many industries 


to problems involving a large number 
of variables. 

Another offers 
good potential for cost reduction is 
This 


inventory as an 


procedure which 


inventc ry 
dure 


management. proce- 


invest- 


ie ws 


ment and recognizes that this invest- 


ment must be properly managed to 


produce the maximum return. It 
of carrying inven- 
tory and determines the amount and 
the form in which it should be car- 
ried to best meet the company’s ob- 
jectives. This will result in substan- 


weighs: the cost 


tial savings in investment without im- 
pairing the company’s ability to meet 
manufacturing and customer require- 
ments. 
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Probably the most important hap- 
pening in recent years in the field of 
methods engineering has been the de- 
velopment of predetermined motion- 
time standards. Methods time measure- 
ment, or MTM, offers a number of 
benefits to the manager seeking to 
reduce his costs. It is an excellent tool 
for studying methods and uncovering 
methods improvements. 

MTM is also useful in the develop- 
ment of time formulas and standard 
time data. Since it is much faster than 
the more conventional time-study 
methods, it has not only reduced the 
costs of time-formula derivation, but 
has made the application of standards 
to such non-repetitive work as main- 
tenance and toolroom activities eco- 
nomically justifiable. 


Obviously there is no lack of cost- 
reduction tools available. To use the 
existing tools to full advantage, how- 
ever, is a problem in itself, requiring 
skilled management of the highest or- 
der. The proper over-all planning of 
the cost reduction activity is no small 
task. 

Specific plans must be made by top 
management if cost reduction activi- 
ties are to progress in an orderly 
manner. Following this, management 
must give proper guidance to the pro- 
gram. It must develop enthusiastic cost 
reduction teams in line with the re- 
quirements of the job to be done and 
the limitations of the existing organ- 
ization. And then it must stand be- 
hind them every step of the way. 


—H. B. MaynarpD. Trained Men (International Correspondence Schools, Scranton 9, 
Pennsylvania), Vol. 35, No. 2, p. 2:6. 


Success Won’t Save Your Business 


Tue createst and least defensible 
waste in our economy today is the 
death each year of so many successful 
small and medium-sized businesses. A 
few of these successful enterprises are 
liquidated while still going strong. A 
larger number just vegetate and slow- 
ly shrivel up, to the point, ultimately, 
where they have nothing to sell but 
physical assets. Perhaps the largest 
number are being sold, usually to big- 
ger companies. 

There are three main causes of this 
mortality—three main diseases of the 
small or mediumvsized successful busi- 
ness: our tax system, the lack of 


January, 1956 


managers to succeed the founder, and 
the dependence on one product or on 
a small number of customers. Once 
these diseases have set in, they are 
usually incurable. But they can be pre- 
vented—if tackled early enough. 

The danger the head of a small or 
medium-sized business usually worries 
about the most, though he rarely does 
anything constructive about it, is the 
tax problem. 

A typical case is that of a prosper- 
ous business built up by two brothers, 
now in their early sixties. As soon as 
one of them dies, estate taxes will be 
due, to the Federal Government and 
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at least one state government. To take 
enough out of the business to pay 
estate taxes may require liquidation, 
and to get cash by selling shares in 
the business is usually all but impos- 
sible. Moreover, the amount of tax on 
the estate of a man whose major as- 
sets consist of holdings in a privately 
owned company is likely to be much 
higher, especially in good times, than 
if he held marketable securities, 
as shares in a publicly-owned com- 
pany. Small wonder, then, that the 
owners of such a business, having 
reached the age where they rightly 
worry about their estate, see no choice 
but to sell to a publicly-owned com- 
pany. 

Two rules apply to all businesses 
that would try to find a way to sur- 
vive despite the tax squeeze. An ex- 
perienced tax lawyer sums up one rule 
as follows: 


such 


“I can help a small business over- 
come the threat of estate taxes. I can 
help it, though it’s tougher, to over- 
come the tax hurdles that stymie 
younger management successors today. 
But I can do that only if the busi- 
ness has 10 years or so to work out its 
difficulties.” 

The other rule is that a business 
must choose between getting all the 
possible tax benefits now, and survival 
despite the tax system. It can’t, as a 
rule, get both. 

The second major disease of the 
small or medium-sized business is the 
lack of younger managers to take 
over when the older generation bows 
out. One main reason for this is again 
the tax system. 


The gulf in salary for managers be- 
tween the small or medium-sized com- 
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pany on the one hand and the large 
publicly-owned company on the other 
has widened steadily these past 15 
years. The rewards for managers in 
the large publicly-owned companies 
have come increasingly to include 
such things as delayed compensation, 
stock options and stock bonuses or 
life insurance policies; that is, rewards 
that go a long way toward building 
up an At the same time our 
tax system has made it increasingly 
difficult, if not impossible, for the 
small company to offer younger men 
the incentive of becoming an owner. 

Another why the smaller 
company so often lacks the men to 
perpetuate itself beyond the life span 
of the founders is the lack, or appar- 
ent lack, of room for younger execu- 
tives. 

It is part of the folklore of Ameri- 
can business that small business trains 
and develops and of 
course to be trained and developed in 
a small indeed the best 
preparation for a young business man. 
But in fact it is big business today that 
goes in for systematic development of 


estate. 


reason 


young men, 


business is 


younger men. And the small businesses 
must realize that they cannot hope to 
get their top management of tomor- 
row out of the big companies. The big 
companies will need all they raise. 
Observance of a few simple rules 
will go far toward preventing small- 
business decay because of lack of 
executives. The first of these is to make 
sure that the executive group is bal- 
anced in age. The second is to make 
sure that the company is not under- 
staffed managerially. In most of the 
small and medium-sized companies I 
have seen or heard of, important and 
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profitable work is simply not being 
done because there are not 
executives to do it. Application of this 
rule is almost 


enough 
certain to open up 
challenging opportunities for younger 
men among whom tomorrow’s manage- 
ment could be recruiting 
Compared to the first two diseases 

the tax squeeze and the lack of mana- 
talent—the third disease is 
unpublicized and unnoticed: 


gerial 
largely 
dependence on one product or on one 
or two customers. Yet it may account 
for as many victims as either of the 
others. 

In all too 
dies on the vine because it developed 


many cases, a business 
nothing new but kept relying on the 
one product with which it started and 
As it became successful, that 
product often took the place of an 
older, well-established product 
and forced it out of the market. Yet 
it rarely seems to occur to the people 


grew. 


once 


PETER F. DRUCKER 


who have built their business on such 
a single product that the same fate 
might overtake them unless they them- 
selves develop tomorrow's new prod- 
uct. 

It is even more dangerous to rely 
on one or two customers. This, how- 
ever, is both the most easily diagnosed 
and usually the most easily cured of 
all the small-business diseases. An ex- 
perienced marketing consultant 
that in a company which is overde- 


says 


pendent on one or a few customers, 
broadening the company’s market is 
a job to which top management should 
give full attention. 

Overdependence on one well-estab- 
lished product or product line is much 
harder to The 
pre-testing of a new product is a ma- 
jor job and a major expense. Yet even 
where there is no way to lessen the 
financial burden and risk, planning to 
bring out new products with some 
regularity should be a must. 


escape or overcome. 


Nation’s Business, October, 1955, p. 62:7 


The Human Side of Progress 


WE ARE LIVING in a breathtaking, fast-moving age, where this morning’s 


prophecy is 


likely to be this afternoon’s reality. 


Technologically, we 


need look no further. We have found the key to plenty. 
Yet the world that technology can build is only a half-world. For us 
to build a complete world, fit for men, we must ask ourselves questions 


that can’t be answered with a slide rule. 


We must be concerned with 


the meaning of things, and not merely their function. We must be con- 
cerned not only with man’s plumbing, but with his spirit. 

In the last analysis, people—not science, not technology, but people— 
will determine the kind of world we live in—if we live—in 1975. 


From an address by Murray 


Lincotn (President, Nationwide Insurance) 





AMA MARKETING CONFERENCE 
The AMA Marketing Conference will be held on Monday, Tues- 
day, and Wednesday, February 6-8, at the Hotel Statler, New York. 
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Operating an Employee Stock-Purchase Plan: 
A Survey of Medium-Sized and Small Companies 


WILLIAM A. LLOYD 
Director of Public Relations 


The Associated Industries of Cleveland 


Cleveland, Ohio 


Nor SINCE the fitful ‘20's have em- 
ployee stock purchase plans been the 
subject of such widespread manage- 
ment interest as in recent months. 
Triggering this revival were proposals 
last summer by some of the nation’s 
major corporations of employee stock 
purchase plans designed to protect 
participating employees against loss 
and thus eliminate the fundamental 
weakness of the plans of the pre-de- 
pression period. 

In view of the uneven history of 
such plans, this rekindling of manage- 
ment interest is itself of interest. With 
the labor movement in the process of 
consolidation, some observers are in- 
clined to view these plans as the most 
imaginative and powerful bid manage- 
ment has yet mustered for the primary 
loyalty of its employees, particularly 
the white-collar workers. Others rather 
cynically regard the rebirth as nothing 
more than a well-conceived by-product 
of the bull market, or another manage- 
ment effort to encourage employee 
savings with a fillip in the form of 


dividends. 
HOW IMPORTANT IS COMPANY SIZE? 


The classic arguments for and against 
employee stock purchase plans are 
numerous and well-worn. Most of these 
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arguments are based on the experience 
of large companies whose stock is listed 
on the New York Stock Exchange. By 
and large, these are the best-known 
companies, whose employee stock pur- 
chase plans are the oldest, or most 
firmly established; they involve the 
greatest numbers of employees, the 
most shares, and have been most widely 
publicized. 

It is by no means true, however, 
that only companies with listed stock 
employing thousands of workers have 
such plans or are interested in them 
Actually, a large number of medium- 
sized and small companies have had 
employee stock purchase plans for 
years. Their experience is of particu- 
larly valid concern to similar com- 
panies who are contemplating such 


plans or whose interest has been stirred 
by the recent developments in employee 
stock ownership. And from an em- 
ployee standpoint, it is probably true 


that the smaller the the 
greater the appeal 

To get some idea of the experience 
of small and medium-sized companies 
with employee stock purchase plans, 
the Associated Industries of Cleveland 
asked a representative group of these 
companies having such plans what 
their experience had been. The results 


company 
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cast some additional light on the sub- 
ject, of interest to the management of 
almost any company, large or small, 
which is considering an employee stock 
purchase plan. (It is generally agreed 
that companies in the Cleveland area 
provide a good cross-section of Ameri- 
can industry.) The 13 companies par- 
ticipating in this survey employ a total 
of 8,072 workers in shop and office. 
Five of them employ 100 or fewer 
workers; five employ between 100 


and 500; and three employ over 1,000. 


THE MAJOR SURVEY FINDINGS 

The age of the plans ranges from 
two years to 26 years, averaging 
slightly over eight years. Most of the 
companies—eight, to be exact 
sell stock to both exempt and non-ex- 
empt employees. Among most smaller 
companies, there is a required length 
of service to become eligible to pur- 
chase company stock. 

What percentage of eligible em- 
ployees have become stockholders under 
the plan? Answers ranged from 5 per 
cent to 100 per cent, averaging 41.5 
per cent. 

Long a point of primary concern to 
managements contemplating employee 
stock purchase plans is the limits to 
the percentage of stock which should 
be held by employees. Here, the limits 
range from below 1 per cent to 100 
per cent. The average for the 13 com- 
panies participating in the survey is 
36.1 per cent. Usually, the board of 
directors, the president, or the top 
management group decides the amount 
to be sold. Two of the plans give stock- 
holders the authority to decide. 

Eight companies do not limit the 
amount of stock an employee may buy, 
while five have established limits. 
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While the formula for determining 
the amount an employee may purchase 
varies, in general it is based on wages. 

Five of the companies require that 
the employee pay for the stock at the 
time he subscribes for it, usually 
through payroll deductions. The maxi- 
mum amount of payroll deduction for 
stock purchases from $5 a 
week to 7.5 per cent of an employee's 
pay, with a maximum of $83 a month. 
Only one company charges interest on 
the unpaid balance until the stock is 
paid for. This interest rate is 2 per 
cent the first year and 3 per cent 
thereafter. 

Of the 13 companies, six sell their 
stock to employees at the market price, 
five at book value. One of the com- 
panies selling stock to its employees 
under the market price gives a 5 per 
cent discount under the market at the 
time the option is granted. Another 
gives a 15 per cent discount on com- 
mon and 7.5 per cent on preferred. 

Five companies require that the 
stock be paid for in full before the 
employee begins to get a return on it. 
If the stock is being purchased by pay- 
roll deduction, three companies re- 
quire that it be paid for in full, while 
three do not. 

Eleven of the companies will not 
allow employees to borrow money on 
the stock they own. Eight companies 
do not require an employee to sell his 
stock if he leaves the company, while 
five do. Three of these companies re- 
quire that the employee sell his stock 
at book value. 

Of the 13 companies, 12 reported 
that the employee stock purchase plan 
has been worth while from a company 
viewpoint. Reasons vary, but most are 
familiar: namely, creation of greater 


varies 
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interest in the company on the part 
of the employee, feeling of ownership, 
encouragement of employee savings, 
etc. All, however, indicate valuable 
dividends to management in the form 
of better human relations. 


A COMPOSITE “TYPICAL” PLAN 


On the basis of this limited survey, 
the average employee stock purchase 
plan, at the average medium-sized or 
small company having such a plan, 
shapes up something like this: 

The plan has been in operation 8.3 
years. Stock is sold to both exempt and 
non-exempt employees, regardless of 
seniority or length of service. More 
than 40 per cent of the employees 
participate, and they hold on the aver- 
age 36.1 per cent of the stock. The 
amount employees may buy is limited 
by management. Value of the stock 
sold is usually less than $300,000. 
About an equal number of companies 
require an employee to pay for the 
stock when he subscribes for it, and 
permit him to pay for it through pay 
roll deductions, the amount of which 
is limited. Stock is sold to employees 
at either the market price or book 
value; discounts are the exception; and, 
in most cases, employees do not receive 
returns on their stock until it is paid 
for. Employees may not borrow money 
on their company stock, nor are they 
required to sell it when they leave 
the company’s employ. 

Following are the actual questions 
asked of respondents in the survey. 
Replies are given in tabular form. 


How long has the stock purchase plan 
been in effect? 


. 5 companies 
2 companies 
1 company 


11 eee company 
16 years company 
25 years company 
ee company 
Weighted average: 8.3 years 


which employees is stock sold? 


Exempt company 
Non-exempt company 
aaa companies 
Keyed employees only 
(those closest to 
management) 


company 
All regular employees 2 


2 companies 


Length of service necessary to become 
eligible? 


None nee 

6 months ... 

l year 

3 years 7 . 

5 years, or if at least 
30 years of age, 1 
year at 


companies 
company 
companies 
company 


company 


What percentage of eligible employees 
have become stockholders under the 
plan? 


5% " companies 
10% (Approx.) company 

BE. axévceiatces companies 
. ae company 

40% -50% company 

company 

company 

company 

company 

company 

41.5% 


50% 
10% 
98% 


l 

2 

] 

pita Teadates I 

ae 1 
l 

l 

| 

100% l 


What percentage of total stock is now 
held by employees? 
2/10 of 1% 
(Approx.) 
Less than 1% pur- 
chased under plan .. 1 
_, ES l 
2MWA% .... . 1 
1 
I 
1 


company 


company 
company 
company 
company 
company 
company 
( SAS + EE 3 companies 
Weighted average: 36.1% 


2 


Who devides amount of stock to 
sold? 
Board of Directors 


President ......... 
Stockholders 


companies 
companies 
companies 
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Company officers 1 company 
Controlled by available 
1 company 


Is there a maximum amount each may 
buy? 


Yes . , 5 companies 
No . wi . 8 companies 


If so, how determined? 


Approximately 21.7% 
or 5% of pay ...... 
WA% of pay with 
maximum of $83 per 
month . paces 
Percentage of base 
pay 1 
By salary brackets .... 1 
By allocating available 
BTMIOUT on ncencssss | 


company 


company 


company 
company 


company 


Is‘value of amount sold in excess of 
$300,000? 


Yes 3 companies 
a 8 companies 
No, but “expected to 
ceed the amount 
eventually... 1 company 


Must employee pay for stock at time 
he subscribes for it? 


Yes 5 companies 
ME (cs cause 4 companies 


Through payroll deduction? 


a 5 companies 
BD sc aeeccsbastinaessirectinien 2 companies 
Paid through payroll 
deduction, but stock 
is sold only if em- 
ployee has accumu- 
lated enough to buy 
§ shares, or any 
multiple, on a quar- 
terly purchase date.. 1 
By special arrange- 
ments 2 


company 
companies 


If through payroll deduction, what is 
maximum amount of deduction? 


$5 per week 1 
20% of bi-weekly pay 
deducted monthly 
Approximately 242% 
or 5% of pay .... 1 
14% of pay with maxi- 

mum of $83 per 
month 1 


company 
1 company 
company 
company 


January, 1956 





No maximum payment 
with minimum of 1% 
per week of purchase 
price nine 1 company 


Is interest charged on unpaid balance 
until stock is paid for? 


Yes .... . 1 company 
a ; . 4 companies 


If so, what amount? 


2% first year and 3% 
thereafter .... ...... 1 company 


Is stock sold to employees at market 
price? 


Yes .. 6 companies 
No .. / 3 companies 


Book value? 


Yes . 5 companies 

No .... None 

At discount ‘from mar- 
ket on semi-annual 
investment dates .... 1 company 


If under market how much 


under? 


price, 


5% under market price 
at time option is 
granted 

Common, 15% 
ferred, 712% ........ 1 


1 company 
company 


Does employee get return on stock 
from the time he subscribes for it, if 
under payroll deduction plan? 


WO. tcp eee 3 companies 
No —— sicereesee 3S COMPANIES 


Only from the time the full purchase 
price is credited to him? 


5 companies 
From time stock is 


issued each 6 months 1 company 


Must employee sell stock if he leaves 
employ of company? 
Yes pesca companies 
No epic one aibe companies 
If yes, at what price? 


Book value 
Market price 


companies 
company 


May employees borrow money from 
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{ Provides a savings plan for em- 
ployees and enables their partici- 
pation in a free enterprise sys- 
tem under this savings plan. 


the company on the stock they own? 


1 company 
11 companies 


case decided upon ; 
€ tin dak Se 
by the Board of Provides a good savings plan for 


Directors 1 company employees 


Has the plan been worth-while from Other pertinent information regarding 
, . 7 ? 
the company’s standpoint? the plan 
12 companies {| Company stock is not listed. Sold 
1 company to key personnel from group lead- 
er classification through executives 
If yes, in what ways? Individuals selected by president 


; on recommendations of division 
{ Develops personal interest in op- fail 


erating costs and company prog- : 
ress. { Company stock is not listed. A 
closed corporation with stock own- 


{ Employees take more interest in 
f ployee ership restricted to employees. 


the company’s operations. 

{ Better understanding of the com- 
pany’s financial picture. 

| Has increased participation. 

{ Purpose of plan is to encourage 
employees to become stockholders 
of the company. Company ‘eels 
— has been quite satis- aici tie = abe anes ad 

- actory. ; : shares. They elect to contribute 

| Has more definitely tied in the approximately 244% or 5% of 
foremen and salaried employees their pay. If, on a quarterly pur- 
with management. chase date, they have saved 

{ Higher morale, good employer- enough to buy five shares, or any 
employee relations. multiple, stock is sold to them 


q Small, closely held corporation. 
When stock occasionally becomes 
available, interested employees are 
notified. 

{ Employees receive one free share 


for each five shares purchased 


Under this plan, employees do not 


} 


More Dollars for Services 


CONSUMERS are spending a larger share of their dollars for services, 
according to a recent analysis by the National Industrial Conference 
Board. Out of every dollar spent for goods and services, about 36 cents 
now goes to services, compared with 31 cents in 1947. 

Purchases of services are running at a record rate of over $90 billion 
a year. The market for goods, also rising since the war though not so 
fast, now stands at a little over $160 billion. 

Most of the upward shift in service outlays since 1947 stems from 
the trend toward home ownership, the accompanying boom in appliances 
and automobiles, and the resulting rise in finance charges. Almost 60 
per cent of the gain is traceable to increased spending for shelter. 

With growing use of appliances, consumer outlays for gas and elec- 
tricity also soared. Expenditures for these utilities and for telephone 
services were responsible for about 20 per cent of the relative shift of 
consumer outlays toward services. Offsetting this rise was a relative 
drop in spending for domestic service. 

In order to purchase the growing number of appliances and automo- 
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biles, consumers have gone further into debt. Interest on personal debt 
accounted for about 13 per cent of the shift toward service spending. 

The trend toward home ownership is reflected also in increased spend- 
ing for radio and television repairs and for automobile insurance; 
outlays for movies, for local city public transportation and for intercity 
rail transportation have declined. 

An analysis of spending patterns in the 1920’s and after World War 
II revealed that both the growth in utilities spending and the 
decline in domestic service are continuations of long-run movements. 
Another important long-run change has occurred in increased outlays 
for institutional medical care, attributed to the widespread use of hos- 
pitalization plans. 


Tips on Forecasting Your Markets 


MOST BUSINESS MEN are unable to afford the luxury of a market re- 
search staff, a full-time economist, or even a good, reliable fortune- 
teller. Yet every business man’s success depends in part on an accurate 
judgment of future conditions. Some rely for their forecasts on instinct 
and luck; others use extreme care in examining all the available evidence 
before committing themselves and their dollars to a specific course. 

Some experts from the really big companies got together in New 
York recently to examine the problem of forecasting business condi- 
tions for the short term. They charted some of the pitfalls that some- 
times trap professional forecasters, but in so doing they laid down some 
pretty good rules for all business men to follow when they are trying to 
develop future plans. Here are some of their do’s and don’ts: 

1. Don’t try to set a goal for your sales in the period ahead before 
you figure the market for that period. 

2. Don’t waste time looking for an automatic indicator of what is 
going to happen. A particular indicator might work fine for a number 
of months and then fail you miserably when you really need it. 

3. Don’t let yourself get lost in a mass of statistics. 

4. Don’t let the “growth factor” overcolor your short-term estimates. 
An increasing population may mean more sales five years from now 
but has little effect on next quarter. 

5. Listen to the estimates and arguments of the sales department, 
but don’t depend on them too much. 

6. Don’t try to reach decisions “by committee.” Final committee 
conclusions either will be a watered-down compromise or the ideas of 
the dominant member. 

7. At the time you form a judgment as to the future, write down 
the basic assumptions on which it stands. Then you'll know exactly 
when to review your decisions. 

8. Once a considered judgment is reached, don’t change it to meet 
the daily ups and downs of business. But if basic conditions change, 
don’t hesitate to revise plans immediately. 

9. Finally, when the period is over, compare actual results with your 
forecast. Then you’ll see where you went wrong in the beginning and 
can take care to avoid those mistakes again. 

—The Biddle Survey (Biddle Purchasing Co., New York) 11/22/55 
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AA propuctTion MANAGER who used 
to be in accounting, and a line fore- 
man who once sat at a desk in sales— 
we've got them in Parker Appliance 
Co.'s Industrial Hydraulics Division. 

We rotate our supervisors at Par- 
ker. Our goal is to develop profession- 
al managers—men with an over-all 
grasp of company problems. Super- 
visors with these qualities are likely 
candidates for top spots in manage- 
ment. 

Supervisory 
needs: 

1. Trains management commandos. 
We get flexible thinkers who 
can cope with new problems. 
Improves understanding. If 
you've held the other man’s job, 
you're more sympathetic with 
his problems. 

3. Holds our good men, and at- 

tracts other good men. 

It isn’t a big-plant program. Our 
Industrial Hydraulics Division has 170 
employees and an annual sales volume 
of $34 million. 

We began rotation three years ago 
with two men, both of whom had 
ability, but lacked training and ex- 
perience. We moved them out of their 
old slots, started them on a new tack. 
Gradually, others came into the pro- 
gram; we let rotation sell itself. 

At first, the supervisors were sus- 
picious, but they soon found we 


rotation meets three 


Ww 


weren't jamming it down their throats. 
No opposition was encountered from 
the union; we met once with the shop 
steward to explain the plan. 

People out in the shop don’t object, 


$2 





It Pays to Rotate Supervisors 


but they test a green foreman——toss 
him questions they think he can’t an- 
swer. If he doesn’t know, he calls on 
someone who does. We expect calls 
to diminish as a man learns his job. 
On rotation now are the production 
manager, chief process engineer, pur- 
chasing agent, six line foremen, one 
man in production planning. Three 
top-level men don’t rotate: the divi- 
sion superintendent, the sales manager, 
and the chief engineer. 
The men on rotation 
with Parker an average of six years 


have been 


They range in age from 30 to 44. 
Two hold master’s degrees; two 
haven't carried their education past 
high school. Some men come from 


outside the division, some from hourly 
jobs. 

We rotate up, down, and sideways. 
If a man lower-rated 
job, he goes into a pay freeze. His 
pay isn’t cut, but it isn't boosted. If 
he moves sideways or up, he’s eligible 


switches to a 


for salary raises on merit 

Job-opportunity cards, 
twice a year to all salaried men, help 
us find rotation material. The 
ployee writes in the jobs he wants, 
states his qualifications 

Every candidate for rotation has a 
conference with the division manager 
It’s an important session—for him and 
for us. It takes time—maybe half a 
day—and it demands absolute honesty 
We talk over the man’s long-range 
goal, his timetable for reaching it, and 
his strengths and weaknesses 

If he’s a_ staff man wi 
rubbed shoulders with the union, we 


circulated 


em- 


10's never 
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may give him a chance to run a pro- 
duction department. If he’s a line 
foreman who's weak on detail work, 
we may suggest a hitch in process en- 
gineering or production planning. 
Next, we must mesh his timetable 
with the division timetable—find a 
spot where he can enter rotation. 
When a fairly firm timetable has been 
worked out, the candidate is called in 
again and the plan is presented to 
him. If he’s satisfied, the 


on. 


switch is 


Six ways to make rotation § go. 
We've formed no pattern because no 
two men on rotation are alike. But 
we've found that these rules usually 
apply: 

Don't let them go too fast. 

Groom them for the tough jobs by 
giving them easier assignments first. 

Stress human relations. Some super- 


Carv J. Gistin. Factory Management 


How to Handle Wildcats 


One steer company has suffered 
135 unauthorized walkouts in the last 
20 months. An auto firm lost more 
than 100 hours per employee during 
the last year due to work stoppages in 
defiance of authority. Many firms re- 
port the cost of wildcat strikes far 
exceeds the price of union contract 
demands. 

Perhaps the only complete defini- 
tion of a wildcat is: An interruption 
of normal production in defiance of 
authority. 

One labor relations expert candidly 
observes that there are probably few 
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and Maintenance, October, 19 


visors are people-centered, some prob- 
lem-centered. The people-centered man 
adapts himself better to rotation. 
Give them a hand—but don't do 
their jobs for them. 
Encourage outside education. 
Don't set rigid timetables; time on 
a job varies with the man on the job. 
Generally speaking, supervisors spend 
a maximum of a year on staff jobs, 
a minimum of two on line jobs. 
We've had a few problems, but not 
serious ones. The biggest comes when 
a man thinks he’s ready for a bigger 
job, but there aren't any openings. 
We try to stick to his timetable, but 
we have to run a business. 
Confusion is inevitable in any job 
change; we try to minimize it by hav- 
ing our top-echelon people work 
closely with a new man. And the 
man rotating into a new job can al- 
ways question his predecessor. 
55, p. 106:4. 


spur - of -the- moment strikes. Most 
strikes, he feels, are planned and the 
result of a compounding of gripes and 
grievances. 

Because sagging morale is a hall- 
mark of wildcats, many believe that 
better employee communications are 
the key to preventing wildcat stop- 
pages. They point out that labor must 
be made aware of the problems of 
management and must be made to 
know that management is aware of 
the problems of labor. 

But there are those who argue that 
however fine communications are, one 





thing is better. That's discipline, un- 
derstood by all workers and expected 
as the inevitable consequence of con- 
tract or plant rule violation. 

Union political maneuvering is be- 
hind the majority of wildcat strikes. 
Even at the department level, a new 
committeeman is likely to start looking 
for gripes which will make him a 
name as a potential labor leader. Most 
unions recognize that these men injure 
the majority of the workers by their 
selfish attempts to gain stature. 

That means a firm policy is needed 
in dealing with wildcat strike leaders, 
one with which they are familiar and 
which they can expect to be enforced. 
Leadership of a _ wildcat strike is 
viewed by many large firms as the 
most serious offense with which a 
worker can be charged, and the penal- 
ty is discharge. 

When a wildcat occurs, it should 
be handled as any law violation or 
breach of faith, fairly but firmly. Re- 
member that you can be subject to 
charges of unfair labor practice. 
Workers must not have a legitimate 


reason for icaving, such as_ illness, 
dangerous working conditions, etc. 
For that reason, your front-line super- 
visor becomes vital in obtaining data 
that will justify your action. Since 
the supervisor is your primary witness 
to the violation, his actions are vital 
in sustaining your position in action 
against the workers taking the illegal 
action. 

The longer wildcatters have their 

own way, the more difficult and costly 
the establishment of discipline be- 
comes. It will take a substantial period 
of experience to convince the workers 
that striking will only delay resolution 
of the grievance and cost them money. 
After a policy is established, however, 
mos. workers express favorable atti- 
tus toward discipline. 
F owledge that as few as 5 or 10 
workers can no longer shut down the 
plant and throw 10,000 out of work 
gives the 10,000 an added 
security. The rank and file recognize 
that they have as much to gain from 
a good program of discipline as man- 
agement, and they are quick to see 
its benefits. 


sense of 


—Steel, October 3, 1955, p. 37:4 


Is Your Medical Setup Adequate? 


PROVIDING adequate medical services for employees has been a growing 
management headache in companies of all sizes. Executives realize the 
value of safeguarding workers’ health: unions are pressing demands for 
in-plant services; and insurance companies point to the possibility of 
lower liability and compensation rates. 

To most executives the problem is twofold: 
adequate medical service, and what does it cost? 

Occupational Health Institute, a leading professional organization 
sponsored by the Industrial Medical Association, provides a free con- 
sulting service for evaluating company medical departments. 

The institute, a non-profit educational group, is the official association 
of doctors concerned with medicine as applied within industry. It 


What is proper and 
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furnishes professional guidance to industrial physicians, and has set 
standards to certify and evaluate industrial medical units. 

Although the Institute emphasizes that it grants formal certification 
only after individual evaluation of each company, plant, or subsidiary 
unit, its published requirements are a useful checklist for any company 
interested in appraising its own medical program. 

The Institute requires that, to be eligible for certification as an 
“approved” program, a company medical service should: 

1. Have a stated medical policy. 
2. Perform pre-placement medical examinations. 
3. Periodically examine all workers exposed to industrial hazards. 

4. Provide voluntary periodic physical examinations for all workers. 

Refer workers to competent specialists when necessary. 

Observe proper sanitation, safety, and hygiene procedures. 
Have assigned a responsible executive to supervise the program. 
Maintain a properly equipped dispensary or first-aid station. 
Jtilize only properly qualified medical personnel. 

10. Keep adequate and confidential medical records. 

Larger firms (2,500 to 25,000 employees) should also provide one full- 
time doctor or equivalent for each 2,500 employees, maintain facilities 
for examinations on company premises, and record job descriptions. 

—G. G. Carr in Iron Age 10/13/55 


Component Parts Buying— 
Are You Getting Full Value? 


DOES YOUR COMPANY go outside to buy component parts for any of its 
products? If sc, you may find the following checklist useful in evaluat- 
ing your purchasing practices in this area: 

1. Do we select suppliers with the most modern and efficient equip- 
ment so that we can get the benefits of low-cost production? 

2. Are we now making parts that can be bought at lower cost from 
suppliers who are specialists? 

3. Do we actively solicit suggestions from suppliers on methods of 
reducing costs? 

4. Have we considered making long-range commitments for critical 
parts in order to permit suppliers to invest in equipment that can 
produce most economically? 

5. Do we buy parts on blanket orders whenever possible, to keep 
administrative costs down? 

6. Do we know enough about how our parts are made to evaluate 
their worth? 

7. Do we periodically compare similar purchased parts, to see if we 
are getting the same relative value? 

8. Do we carefully analyze all price increases requested, to make 
certain they are wholly justified by cost and other legitimate factors? 

9. Do we keep abreast of improvements in manufacturing methods 
and make certain that increused produciivity results in lower cost to us? 

10. Do we completely investigate the advantages and disadvantages 
of buying components assembled instead of disassembled, or vice versa? 

Purchasing 6/55 
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Helping Workers Plan for Retirement: 


A Five-Step Program 


To know How To grow old is the 
masterwork of wisdom, and one of the 
most difficult chapters in the great art 
of living.” 

A Swiss philosopher, Henri Freder- 
ic Amiel, said that almost 100 years 
ago. Today, the problem of learning 
how to grow old is complicated even 
further by modern patterns of retire- 
ment and the increasing life span. 

To identify some specific ways in 
which it might help employees in their 
preparations for approaching retire- 


ment, Swift & Company recently 


made a survey among a representative 
group of Swift pensioners. Most of 
these retired employees’ problems fall 


into these areas: 

Health. A siege of illness can be a 
real problem in the life of a pension- 
er. If he has no hospitalization or 
other insurance to help him pay the 
bills, his income really suffers. The 
survey showed that in some cases 
pensioners had been living for some 
time with a condition that might have 
been corrected before the income of 
the family had to be adjusted to meet 
the new conditions of retirement. 

Leisure activities. The survey showed 
that pensioners usually restrict them- 
selves to those things they did be- 
fore they retired. For the most part, 
pensioners who have jobs and hobbies 
and are active in church and civic 
activities make the better adjustment 
to retirement. 

Housing. There is a great deal of 
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satisfaction and a very real sense of 
security in home ownership, because 
this makes living costs more reasonable 
and controllable. The equity in a home 
is like money in the bank to pension- 
ers—an anchor to windward. Also, 
the maintenance of the home 
source of activity for the pensioner. 
Financial matters. Generally speak 
pensioners don’t tailor down 
their budget to suit their retirement 
income level until they have to. This 
Causes an unnecessarily sudden and 
sometimes severe period of adjustment 
immediately after retirement. Another 
aspect of this problem is that some 


iS a 


ing, 


employees retire with an income too 
low to permit them to 
activities which could help them make 
a Satisfactory adjustment to retire- 
ment. Many retirees had no idea of 
what their pension and Social Security 
payments would be when they retired. 

The results of this survey, coupled 
with previous research, enabled Swift 
to come up with a five-step retirement 
counseling and communication 
gram. Here is how it works: 

The first step is a letter to the 
employee when he completes 20 years 
of continuous service. This letter will 
inform him of his status under the 
company’s retirement policies and en- 
courage him to start planning for the 
future. 

The second step is an interview 
when the employee reaches age 60. 
The wife of the employee will be 


engage in 


pro- 
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welcomed at this interview. The em- 
ployee is encouraged to start specific 
planning for retirement. He is told the 
approximate amount of his pension 
and social security. At this interview, 
also, the problems facing 
pensioners are discussed. 

The third step is another interview, 
conducted a year before the employee 
retires. His wife is welcome to attend 
this meeting as well. The discussion 
again covers such subjects as income, 
the need for activity, the need to look 
carefully at changing location, health 
protection, and financial planning. The 
employee is encouraged to study his 
income and expense, and to measure 
his skills in case he plans to seek em- 
ployment. 

The fourth step consists of all the 
activities incidental to the employee's 
actual retirement: writing an applica- 


some of 


tion for pension, applying for social 
security, changing hospitalization and 
group insurance over to the new 
status, arranging for mailings, etc. 

The program does not end with the 
employee's retirement. The fifth step 
calls for a contact, by visit (when 
practical) or letter, with the veteran 
employee a year after retirement and 
each year thereafter. 

The whole purpose of the program 
is to give Swift's retiring employees 
greater opportunity for planning and 
accomplishing successful retirement by 
(1) giving them pertinent informa- 
tion when useful for planning; (2) 
counseling them in problem areas (if 
this is desired); and (3) maintaining 
contact with them after retirement so 
that the company may be of continued 
assistance in handling unforeseen prob- 
lems. 


—Swift News (Swift & Co., Chicago), October, 1955, p. 4:2. 


New Facts on Corporate Pension Funds 


Pension FUNDS of U.S. corpora- 
tions held assets estimated at $11.2 
billion at the end of 1954, according 
to a recent survey by the Securities 
and Exchange Commission. The study 
covers all corporate pension funds ex- 
cept those administered by insurance 
companies, and includes all corpora- 
tions other than banks, insurance com- 
panies, and railroads. 

The survey period, 1951-1954, 
marked a substantial growth in both 
the number and assets of pension 
funds. Their number increased about 
one-third, and total assets rose more 
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than 75 per cent from the $6.4 billion 
held at the end of 1951, with the 
largest growth in 1954. 

Most of this growth was invested in 
corporate stocks and bonds. Fund 
holdings of corporate bonds more than 
doubled, increasing by $3.1 billion, 
while common stock holdings tripled, 
a rise of $1.4 billion. Government 
bond holdings showed little change. 

Pension funds had $6 billion in- 
vested in corporate bonds at the end 
of 1954—-more than in any other 
type of asset. The next most import- 
ant types of holdings were common 
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stocks and U.S. Government bonds, 
amounting to $2.1 billion and $2.0 
billion respectively. (Common stock 
is for the most part carried on the 
books at cost, which currentiy under- 
states market value.) The pension 
funds also held $280 million in cash, 
$420 million of preferred stock, and 
$440 million of other assets. 

The survey brought out 
nificant changes in the composition of 
pension fund assets. In 1951 USS. 
Government bonds accounted for 31 
per cent of total assets, compared with 
18 per cent in 1954. Common stock, 
which had constituted only 11 per 
cent of fund assets, rose to 19 per 
cent. The proportion of assets in- 
vested in corporate bonds also rose 
from 47 per cent in 1951 to 54 per 
cent in 1954. Other assets, including 
cash and preferred stock, maintained 
about the same relative position in 
1954 as in 1951. 

Only one fund out of six had an 
investment in its own company stock, 
and these investments were generally 


some sig- 


quite small. The total investment by 
funds in common stock of their own 
or afhliated companies $320 
million. 

The survey data provided informa- 
tion on the purchases and sales of 
common stock. During 1954, corpo- 
rate pension funds purchased, on bal- 
ance, $540 million worth of common 
stock, compared with $380 million the 
preceding year, $330 million in 1952, 
and $260 million in 1951. 

Over the four-year period employ- 
ers contributed about $10 to non-in- 
sured pension funds for every dollar 
contributed by employees 
contributions are estimated at $1.5 
billion in 1954 and 1953, $1.3 billion 
in 1952, and $1.2 billion in 1951. 

Benefit payments in 1954 amounted 
to $320 million, 70 per cent 
than in 1951. It is interesting to note 
that from divi- 
dends was generally equal to or in 
Expenses 


Was 


Employers’ 


more 


income interest and 


excess of benefit payments 
were quite small, amounting to $8 
million in 1954. 


Office Automation—A Trend to Male Operators 


EVIDENCE that office automation is well under way comes from Drexel 
Institute in Philadelphia. In a survey for the National Office Manage- 
ment Association, the institute finds a swing to male workers for office 
machines. 

In 1950, there were 120,000 women and 31,000 men working as ma- 
chine operators. The number of women operators increased to 149,000 
in 1951, has held unchanged. 

The number of men operating machines has grown steadily. Latest 
figures show 41,000 male operators in 1954. Assuming a tendency to 
use male operators as machines grow more complicated, the figures 
indicate a mounting wave of office mechanization. 

The same survey predicts that employment of machine operators will 
double every 10 years for the next few decades; in 1960, there will be 
300,000 office machine operators. 

Technical, rather than clerical aptitude, the study suggests, may be 
the requisite of the office worker of tomorrow. 

—Iron Age 11/3/55 
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Are Your Filing Costs Out of Line? 


Recent stupies show that record- 
making and record-keening are the 
greatest consumers of suaiaries, space, 
and equipment of all the housekeeping 
activities of American industry, tak- 
ing from 10 to 40 per cent of all sales 
and administrative 


costs. Successful 


business has found it profitable to pay 
a high price for filing operations, be- 


cause written records are the memory 
and nerves of all modern business. 

The basic purpose of all filing 
operations is to find the desired rec- 
ords in minimum time. Failure to per- 
form this basic function indicates that 
the present performance of the filing 
operation does not justify its cost. 
Studies by Remington Rand _ have 
shown that 78 per cent of all files 
analyzed did not perform this “find- 
ing” function to the 
management. 

According to the National Records 
Management Council, approximately 
65 per cent of the records in the 
average file have outlived their active 
usefulness and yet are retained in an 
active file. File clerks must plow 
through useless over-age correspond- 
ence to find the active documents for 
which they are searching. In some in- 
stances when files have been reorgan- 
ized and cleared of inactive material, 
savings of up to 60 per cent in find- 
ing time have been achieved. 

It is estimated by the Hoover Com- 
mission that $27 can be saved annual- 
ly on each file of material transferred 
into an inactive status. Obviously, an 
active and aggressive program on the 
part of management to control the 


satisfaction of 
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birth, specify the life, and insure the 
destruction of each record (original 
and copies) as soon as it has outlived 
its usefulness, will 
annually. 


Save vast sums 


CALCULATING EILING COSTS 


A standard 26-inch file drawer will 
hold from 3,500 to 5,000 sheets of 
correspondence in addition to the 
necessary guides and folders. It is safe 
to assume that the average standard 
file drawer contains approximately 
4,000 letters, one-third or 1,330 of 
which are carbon copies of original 
correspondence created in the office. 
On the basis of a recent study, the 
methods department of a large insur- 
ance company estimated the cost of 
creating an average letter at 80 cents. 
It states: “As a nation-wide average, 
we believe this figure is low. It is 
based upon phonographic transcription 
in a centralized department. Steno- 
graphic transcription would raise the 
figure to well over 90 cents a letter.” 
A Remington Rand survey indicates 
that the average cost of producing a 
letter under present operating con- 
ditions is from 75 cents to $1.25 
Finally, a Dartnell Corporation survey 
of 252 companies places the cust of 
an average letter at $1.17. This would 
put the cost of creating the contents 
of a standard file drawer at 1,330 X 
$1.17 or $1,556.10, excluding the cost 
of incoming correspondence. 

The costs of operating a file vary 
widely from industry to industry and 
even among industries of the same 
type. In a_ recent 


survey involving 
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seven representative companies main- 
taining over 600 four-drawer files, it 
was found that in one instance this 
variation represented over 40 per cent 
of the total cost. All companies were 
operating under almost identical con- 
ditions of system, wage, and type of 
material. As wages constituted over 
75 per cent of the total cost of the 
operations, the wide variation in oper- 
ating costs is a direct reflection of the 
relative efficiency of the operations. 
However, there are a number of in- 
dependent variables which render it 
impossible to establish accurate filing 
costs without an intimate knowledge 
of details of the operation and con- 
ditions which surround it. 


PERSONNEL REQUIREMENTS 


In 1952 a nation-wide survey, con- 
ducted by the National Office Man- 
agement Association, found that the 
average weekly salary for a file clerk 
was $40.13 or $2,087 per year. This 
was confirmed by figures for the same 
year compiled by the Bureau of Labor 
on a basis of 23,000 file clerks dis- 
tributed throughout the country. Su- 
pervisors may earn upwards of $3,600 
a year. It is general practice to have 
a supervisor for every file operation 
where eight or more file clerks are in- 
volved. 

The number of drawers a file clerk 
can handle varies widely. In the study 
previously mentioned, it was found 
that in an alphabetic file from which 
records are transferred annually, the 
average number of drawers handled 
per file clerk is 47 or about 12 four- 
drawer files. 

A typical 50-cabinet file department 
may represent an annual expenditure 
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of more than $10,000 (exclusive of 
supervision, work area, etc.). The 
presence of a file department indicates 
that management has committed itself 
to pay for good filing. Do they get it? 

Although each filing system has its 
own peculiar problems which make 
general standards difficult to apply, 
there are a few general criteria which 
apply to all systems. 


ACCURACY AND ACTIVITY STANDARDS 


A scientific check on finding accu- 
racy and file activity can be determined 
by a short period count (the longer 
the count period the more accurate 
the survey), and the use of the fol- 
lowing factors: (a) number of docu- 
ments “filed” (per day or week); (b) 
number of “found” (per 
day or week); (c) number of refer- 
ences which were “not found” (per 
day or week). 

The following formula measures 
finding efficiency. To determine Ac- 
curacy Ratio, substitute the counts for 
(c) and (b) above and compute. 


references 


(c) number of references “not found” 


A.R.= 


(b) number ol eben “found” 


Where this ratio is less than one- 
half of 1 per cent, the file is in excel- 
lent operating condition. If the ratio 
exceeds 3 per cent, the system war- 
immediate attention as it indi- 
cates one or more of the following: 
filing, improper indexing 
and classifying, failure to charge out 
and follow up, inadequate system of 
routing material to or from the file, 
retention of material in private files. 

Time studies indicate that a normal 
finding time per single reference for 
most types of active letter or legal 


rants 


inaccurate 
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files is from 15 to 45 seconds. This roughly determine its needs regarding 
time includes operator travel to and file analysis, retention, disposal, and 
from files; however, in extremely large transfer of records. 

file operations the travel time may 

be so great that the average reference RR = 


number of references “found” 


time is increased. number of documents “filed” 
The following formula measures file If the reference ratio is more than 
activity. It is known as the Reference 


20 per cent, the file procedure is prob- 
Ratio. From it management can 


(Text continued overleaf) 





ANNUAL COST (IN DOLLARS) OF OPERATING ONE FOUR-DRAWER FILE 





AVERAGE FILES HANDLED PER CLERK 

Avg BELOW AVERAGE COSTS | 
SALARY i BELOW AVERAGE COSTS | 

PER CLERK a 16 #17 «18 «19 «200 21) «22 «623)0«624 (OS 


$3000 | } } 1 210 203 195 187 181 175 170 465 
$2900 Ww 216 206 198 190 183 177 171 159 
$2800 rh 0 20 A10 201 192 185 178 172 1} 161 157 
$2700 | 585 5 Q 234 204 195 187 180 173 1 162 157 153 
$2600 165 408 198 189 182 175 169-463 158 153 149 
$2500 : H / 53 237 2 pm 201 192 184 177 170 464 159 153 149 145 
$2400 a [4 195 186 178 171 159 154.149 145 4 
$2300 | § 3 30 : 189 180 173 160 155 149 145 143-137 
$2200 a Ue. r 182 174 1 161 155 150 145 14+137 133 
Steg } } L 176 169-162 156 150 145 140-136 133 129 | 
($2000) | 4 } 295 /26) 170-163 156 $50 145 136 131 128 125 | 
$1906 sf 172, AB4 157 151 145 $47 135 131 127 124 12 

$1800 302 158 151 145 340 135 131 127 123 1 17 | 
$1700 |} 388 748 25) ee 158 151 145 134 130 126 122 [88° 116 113 | 
$1600 2 159 152 145 439 135 129 125 121 $47 114 112 109 


$1500 [948 9 233 A760 152 145 459 133 129 124 120 416 113 110 107 1084 
56 ri 64 68 72 76 ® 64 88 (92, 100 

! | 

6% 7% 8% 











NOTE: The table is compiled on the following basis, which represents average 
conditions at the time of the original report. Alterations in these conditions will 
change the values on the chart accordingly. 
Floor space (SY sq. ft. @ $2.50) $13.75 
Supplies (per drawer @ $5.80) ae . 23.20 
Files (average eastern U.S. price of 12 leading 
first-grade files, amortized over 10 years) 


Total 


The percentage that the annual cost of the file cabinet bears to the total annual 
cost of operation may be read from the intersecting percentage lines. 

The average cost of filing for the prevailing salary level is indicated by a heavy 
black line. 

The average cost of maintaining a five-drawer file may be roughly estimated 
by use of the “average drawers per clerk” figures along the bottom of the chart. 
However, savings in floor space will amount to approximately 1.2 per cent savings 
in over-all average cost. This figure does not include increased operator efficiency 
obtained from a higher degree of file concentration. 
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ably good. If it is between 10 and 20 
per cent, it offers opportunity for im- 
provement. When it is close to 1 per 
cent, it is likely that the main files 
are only dead storage. 

Although it must be realized that 
wide variations occur in filing costs 
and that these costs are the result of 
a number of independent variables, 
experience indicates that annual file 
costs may be readily approximated by 
use of the chart on page 61. To read 
the chart, determine: 

1. The average annual salary per 
clerk. Read this figure in the extreme 
left-hand column, and thus select the 
line on which the annual cost per file 
will occur. 

2. The average number of four- 
drawer files handled per clerk. Read 
this figure on the top line to select the 
column in which the annual cost per 
file will occur. 

Finally, read the annual cost per 
file, for the average salary and pro- 
duction, at the intersection of the 
salary line and the production column. 
For example: When the 
salary is $2,000 and the average num- 
ber of four-drawer files handled is 11, 


average 


the annual cost of maintaining a file 
is $227.00. 

In general, when the cost of operat- 
ing a four-drawer file is below the 
average for the prevailing salary scale, 
and when the activity 
ratios are acceptable, it is 
to assume a sound and efficient file 
operation. However, if the activity 
less than 10 per cent, the 

should be carefully ex- 
because the “below-average” 


accuracy and 


reasonable 


ratio is 
operation 
amined, 
cost may indicate that the 
the file clerk has been distributed over 
a large number of files containing in- 


salary of 


active material which should be trans- 
ferred or destroyed. 

Salaries constitute approximately 80 
per cent of the total annual cost of 
filing, while the cost of equipment, 
amortized over a 10-year period, 
represents from 2% to 8% per cent. 
Maximum savings that can be realized 
from the purchase of inferior or un- 
proved equipment therefore would be 
offset by even a small drop in opera- 
tor efficiency. Proper reorganization of 
the average file, however, can yield 
savings in excess of 60 per cent of 
over-all filing costs. 


From A Yardstick for Filing Cost and Efficiency (Procedures and Methods Research 
Department, Remington Rand Inc., 315 Fourth Avenue, New York 10, N. Y.) 


21 pages 


Gratis, 


Records Retention—A Survey of Current Prectices 


WRITTEN RECORDS-RETENTION schedules are maintained in 31 out of 45 
companies in the St. Louis area participating recently in a survey con- 
ducted by the St. Louis chapter of the National Office Management 


Association. 


In 18 of the 31 companies, the office manager is responsible for 
following the schedule, and in six the treasurer or secretary; but with 
increasing company size, the survey found, this function is discharged 
by those most directly concerned with the work. 

In 17 companies the schedule is re-evaluated annually, and in three 
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re-evaluation takes place every two years. Eight other companies re- 
ported that though no definite time is set for re-evaluation, changes 
are made whenever necessary. 

Between five and six years seems to be the favored retention period 
for such records as accounts receivable invoice copies, payroll checks, 
regular checks or drafts, and outside correspondence. On the other hand, 
accounts payable invoices, employee earnings records, and official in- 
ventories are frequently kept 10 years or more. Such space-consuming 
but relatively unimportant records as time cards, freight bills, bills of 
lading, and customers’ orders are generally scrapped within one to three 
years. 

In 28 companies some form of special fire protection, such as safes, 
fireproof trays, fireproof steel files, and fireproof vaults, is used. Four- 
teen companies felt that they were keeping their records longer than 
audits or state laws require, and seven believe that some records might 
be destroyed even sooner than audits or legal requirements specify. 

The Controller 10 


Hiring the Older Worker— 
A Survey of Company Policies 


THE NEXT DECADE will almost certainly produce a labor shortage. It 
will also produce its quota of new “older workers.’ These two facts 
alone are enough to alert management to the value of re-exploring and 
re-evaluating personnel policies and practices which touch upon this 
field. 

Recently the Merchants and Manufacturers Association of Los Angeles 
conducted a survey to investigate some of the personnel policies and 
practices which prevail in the employment of older workers, as well as 
management judgment with respect to performance. This survey was 
aimed specifically at discovering such policies and practices in connection 
with new hires—that is, the job applicant who is over 45 years of age. 
The 226 cooperating companies were divided into three groups, those 
with 200 or fewer employees; 201 to 500; 501 or more. 

With respect to the upper age limits for hiring new employees, 
returns from all three groups were almost identical, the upper age limit 
for men averaging 52 and for women 43 to 45. A much greater propor- 
tion of smaller companies reported no age limit than those employing 
500 or more. Where companies did have hiring age limits, age in rela- 
tion to retirement was the predominant reason. 

The most relevant factors in appraising new hires over 45 years of 
age were also consistently reported as ability, experience, health, and 
personality. Apparently of much lesser importance were adaptability, 
insurance cost, marital status, and length of residence. 

Survey respondents were asked to compare older with younger em- 
ployees, as to productivity, health, absenteeism for reasons other than 
health, safety, completion of work assignment, willingness to work hard, 
interest on the job, working with others, and learning ability. Older 
workers were scored well by all three groups of companies, but there 
was general agreement that ability to learn new tasks presented a 
problem in many cases. 


January, 1956 





Customer Service: One Key to Industrial Selling 


Au MARKETERS ARE confronted with 
the problem of servicing accounts in 
selling. Even in consumer marketing— 
for many products—customer service 
is an area of great responsibility for 
top sales management. 

In industrial marketing, practically 
everyone will tell you that his com- 
pany is a “service business.” Nobody 
“sells motors” any more; they “seek 
to determine a potential customer's 
exact requirement and then engineer 
the best possible motor for the ap- 
plication from every conceivable 
angle.” This attitude is fine; in fact, 
it’s essential in creative, competitive 
selling. But it has very definite roots 
in the attitude of the industrial buyer. 

In a broad sense, every industrial 
purchase is effected to increase or to 
maintain efficiency. Too many post- 
purchase problems tend to reduce ef- 
ficiency and thus counterbalance the 
benefits of the original purchase. Peo- 
ple in industry buy to resolve prob- 
lems, not to create new problems. 

Here is a partial list of items of 
customer service that are worthy of 
attention and study: 

Salesmen’s service calls. Most sales 
managers are very conscious of the 
importance of this. Customers appreci- 
ate seeing their suppliers’ salesmen 
when the call isn’t simply a social 
visit. They frequently have questions 
about the product or service; usually, 
too, they are on the lookout for good 
ideas they know a creative salesman 
can give them. By the same token, 
they can't help but resent the sales- 
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man who comes around only when he 
thinks he’s about due for a reorder. 
Up-to-date proposals. For many 
products, a good proposal can clinch 
the original order, but too many sales- 
men leave it at that. Keeping the pro- 
posal up to date in the customer's 
office can pay rich dividends and pre- 
vent dissatisfaction. Frequently a dis- 
cussion arises in the customer's office 
about a particular service he is buying. 
It can be embarrassing and irksome to 
the buyer not to have adequate, cor- 
rect and up-to-date information on 
hand. Even if he never has occasion 
to use it in this way, he still will ap- 
preciate the foresight and thoughtful- 
ness of the salesman who provides it. 
Correspondence. Good letters can 
make orders; bad letters and letter 
handling can certainly lose them. This 
is almost baby talk, but evidence of 
poor discipline in correspondence is 
all too common. How often do you 
find a letter from a customer or po- 
tential customer that is a week or 10 
days old—frequently one that has been 
routed through several offices, while 
the customer waits for an acknowledg- 
ment? Can everyone in your company 
who corresponds with customers write 
letters that are cordial, dignified, to 
the point, and easily understood? 
Telephone calls. When a customer 
—or anyone else, for that matter 
telephones your company, he expects 
an intelligent answer. Do your opera- 
tors and others who might get on the 
line know enough about your opera- 
tion to route the inquiry quickly to 
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the right party? A good test of your 
company’s telephone efficiency is to 
hie yourself to a nearby telephone 
booth, think up a fictitious name and 
a logical inquiry, call your company, 
and see what happens. 

These are all matters that can be 
controlled through proper training and 
careful selection of employees. But 
there is one other important area that 
is much less susceptible to direct con- 
trol. Just how hard do people have to 


work to do business with you? How 
complete is your service? For instance, 
how far in advance of their initial 
purchase do you start this service? Do 
you advertise sufficiently to keep them 
advised about you and your products? 
Do you see to it that they have a 
catalogue of yours handy against the 
time they need information? And, 
once they become customers, do you 
do everything possible to relieve them 
of details attending the purchase? 


~Marketing Memo #21 (Sweet's Catalog Service, 119 West 40 Street, 
New York 18, N. Y.), October 17, 1955. 


Consumer Attitude Research: 
Are the Old Ways Obsolete? 


Mol rwation researchers have been 
getting excellent publicity recently in 
the leading journals, and it’s well 
merited. However, there is one aspect 
of motivation research publicity which 
I should like to challenge. Specifically, 
motivation research practitioners seem 
to have, perhaps inadvertently: (1) 
succeeded in appropriating the phrase 
“motivation research” as being exclu- 
sive to their particular technique; 
and (2) done an excellent job of 
categorizing all the rest of us who use 
other techniques as mere “nose count- 
ters” or—according to a recent article 
—‘abacus jogglers.” 

Some motivation researchers claim 
exclusive know-how as to ways and 
means of getting “why” answers— 
they seem to think that market research 
does not even attempt to obtain data 
as to why the consumer behaves as he 
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does. My experience, at least, suggests 
that more “why” information of a type 
on which the company can base “ac- 
tion” decisions can be developed 
through well-designed questions, pro- 
perly cross-analyzed, than from the so- 
called motivational research approach, 
per se. To an extent far greater than 
may yet be generally recognized, a 
tremendous amount of practical infor- 
mation on the “whys” of things—in 
other words, on motives—is available 
from properly conducted and properly 
analyzed research of the old style. 

Unfortunately—primarily because of 
the confidential nature of the tech- 
niques and findings—this type of re- 
search has been little publicized. Hence, 
it may appear to many a business man- 
agement that the contrast is between 
motivation research to learn “why” or 
nose counting to learn “how many.” 
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At least in the consumer field, some 
of the standard “nose counting” tech- 
niques can be adapted to develop a sur- 
prising amount of actionable psycho- 
logical findings. As just one minor ex- 
ample, consider the modified “blind 
product” test technique. Most of us 
are familiar with regular blind product 
tests, in which products are submitted 
to consumers for trial in coded, but 
otherwise unidentified, packages. The 
idea is to expose the consumer to two 
products—for example, your own 
product and the competitive brand 
or your own brand and an experi- 
mental formulation—under blind con- 
ditions, in order to get an unbiased 
consumer evaluation of the relative 


acceptability of the two products. This 
information is secured not only with 
respect to over-all acceptability, but 
also in detail with respect to various 
product characteristics, such as flavor, 


ease of use, odor, etc. 

Now suppose that the identical 
product is put before the consumer 
in two packages as though it were two 
different products. In this case, of 
course, you'll expect a “stand-off” in 
preference voting. (For some reason, 
the actual vote often comes out 30 per 
cent preferring one product, 30 per 
cent preferring the other product, and 
40 per cent having no preference.) 

I have reason to believe that what 
might be called the psychological varia- 
tion on this technique is fairly widely 
used, but I do not remember having 
seen it discussed in the trade literature. 
Let me explain it by citing a highly 
fictitious example. Suppose you are 
planning to manufacture a gelatine 
fruit dessert to compete with other such 
desserts in this field, and want to know 
whether you would gain much if you 
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could say “made with real fruit flavor,” 
rather than “made with artificial flavor- 
ing.” The modified blind product tech- 
nique gives you an easy way to get 
an answer. 

You put the identical product in each 
package, but indicate—in whatever 
manner you think appropriate in the 
light of your promotional plans—that 
one product was made with pure fruit 
flavor, while the other one was made 
with artificial flavoring. If, under these 
conditions—with the products being 
identical and the only difference being 
the indication that one was made with 
artificial flavor and one was made with 
natural flavor—you find a strong pref- 
erence for the “made with real fruit 
flavor” product, you have a measure of 
the psychological importance of that 
claim. Furthermore, if you look at 
the voting on various product charac- 
teristics, you may get a pretty good 
idea of the way in which this psycho- 
logical bias— if it is important—makes 
itself evident in the consumer’s assess- 
ment of the various product charac- 
teristics of your proposed brand. 

Out of this knowledge may come an 
advertising campaign which can be par- 
ticularly effective and hard-hitting be- 
cause it is based on a factual measure 
of psychological biases. I realize, of 
course, that techniques such as this 
may be frightfully primitive from the 
psychologist’s viewpoint—but they sure 
can help the marketing man reach the 
right decisions. 

Now, let me explain how and why 
we at Lever Brothers use motivation 
research. To us, motivation research is 
not a strictly scientific technique in 
that the findings are not necessarily re- 
producible. Thus, our experience indi- 


The Manageme 





cates that one practitioner can come 
out with one result, and another, work- 
ing in the same area, can come out with 
somewhat different findings and recom- 
mendations. This, however, does not 
worry us, because we have come to 
think of motivation research as, essen- 
tially, an idea source. 

Ideas are a most valuable tool of 
our business operation, and we are 
very happy to get them in any way 
we possibly can. Once we have devel- 
oped an idea through motivation re- 
search, we can turn it over to the 
marketing people and say, in effect, 
“Look boys, does this idea intrigue you 
enough so that it makes you want to 
take some new marketing action? If 
so, tell us what you'd like to do and 
how you'd go about doing it, and we'll 
then test the effectiveness for you in 
terms of old-fashioned nose counting 
techniques.” 


Some of the leading practitioners of 


motivation research are apparently 
moving toward this point of view 
using the motivation approach for ideas 
and the numerical approach to check 
them and make sure that they are 
solid for action purposes. However, our 
echnique differs slightly from theirs 
in that we don’t bother to confirm the 
validity of the ideas, per se, but rather 
go direct from the idea to the testing 
of the proposed action which the mar- 
keting man would like to take on the 
basis of the assumption that that idea 
is valid. 

We also have another philosophic 
approach to motivation research. We 
are inclined to feel that we are not 
getting research so much as we are 

psychologist’s ability to project basic 


consumer motivations into our market- 
ing frame of reference. In other words, 
we seek not for new and better clinical 
techniques, but rather for more prac- 
tical creative insight of how basic 
motivations are affecting consumer de- 
cisions with respect to our own products 
and those of competitors. Very heavy 
concentration on what I may call the 
clinical approach we think can be in- 
teresting, but not necessarily action- 
able. On the other hand, if one of the 
practitioners can come and tell us, 
“Look, the reason people don’t buy your 
soap is because of so and so, and the 
way to overcome this objection is to do 
such and such”—well, we get quite 
happy about it and ask him to do an- 
other survey on another product class. 

We at Lever Brothers are experi- 
menting with some of the simpler tech- 
niques often used by motivation re- 
search to increase the efficiency of our 
own “nose counting” questionnaires. 
For instance, simple sentence comple- 
tion and word association properly 
handled by truly competent field inter- 
viewers can provide data on the con- 
sumers’ attitude toward our brands and 
similar elementary psychological infor- 
mation which the marketing and ad- 
vertising men need to have. Incidental- 
ly, we have found that findings devel- 
oped by these techniques can sometimes 
be qualified in such a way that inter- 
pretation becomes a matter of numeri- 
cal fact, rather than a reflection of the 
opinions of any one individual. 

In summary, then, we use motivation 
research primarily as a source of ideas. 
But the old-type techniques—remodel- 
ed and improved—continue to form the 
backbone of our research operation. 


—From an address by A. R. GRAUSTEIN, JR., before the Sales Executives Club 
of New York. 
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THE MASS IMAGE OF BIG BUSINESS. By 
Burleigh B. Gardner and Lee Rainwater. 
Harvard Business Review (Soldiers Field, 
Boston 63, Mass.), November-December, 
1955. $2.00. The public’s judgment of 
business is based on concrete factors such 
as products, prices, employee and com- 
munity relations rather than on abstrac- 
tions like monopoly or restraint of trade, 
say the authors on the basis of a series of 
opinion-probing research studies. Although 
the vast “middle majority” see big business 
as a powerful pace-setter and chief pro- 
vider of jobs and prosperity, they also 
fear that this power may be used against 
them. 





THE SPAN OF CONTROL—FACT OR FABLE? 
By Waino W. Suojanen. Advanced Man- 
agement (74 Fifth Avenue, New York 11, 
N.Y.), November, 1955. $1.00. Can an 
executive effectively supervise more than 
five people? Yes, asserts the author. In 
his opinion, the  institutionalization of 
large organizations and the development of 
relationships among the members of the 
executive group provide so high a degree 
of control that the chief executive's area 
of effective supervision “is much wider 
than that predicted by the span of control 
principle.” 


THE PURPOSE OF A BUSINESS. By Lyndall F. 
Urwick. Dun’s Review and Modern In- 
dustry (99 Church Street, New York 8, 
N.Y.), November, 1955. 75 cents. The 
central concept of business is to provide 
service, says the author. The basic purpose 
of each business enterprise should be re- 
stated so as to emphasize this fundamental 
principle of social usefulness (without dep- 
recating honest profit motives), and 
those in authority should live up to 
the concept both in word and deed. 


WHAT THE MULTI-BILLION DOLLAR LABOR 
MERGER MEANS TO INDUSTRY. By Carl C. 
Harrington. Mill @ Factory (205 East 42 
Street, New York 17, N.Y.), December, 


68 


1955. 50 cents. The merger of the AFL 
and CIO brings together tremendous 
wealth and power; dues income alone is 
half a billion dollars a year, with close to 
one-third of this sum going to national 
headquarters, the author says. He reviews 
the financial resources, real estate holdings, 
communications media, and potential polit- 
ical and economic pressure which could 
be exerted by the new setup and con- 
cludes that “too much power is being 
put into hands of union leaders without 
the checks and balances which are the 
very heart of a free society.” 


PROJECTING THE PROFITABILITY OF NEW 
PRODUCTS. By T. T. Miller. The Controller 
“2 Park Avenue, New York 16, N.Y.), 
October, 1955. 60 cents. How can a “red 
* st new product idea be evaluated? The 
author, a Vice President of the Dewey 
and Almy Chemical Company, gives the 
firm's procedure for profiling by five 
groups of factors: stability, growth, market- 
ability, financial considerations, and the 
effect the new product is likely to have 
on the firm’s general market position 


AIMING FOR THE TOP. By William B. 
Given, Jr. Dun’s Review and Modern In- 
dustry (99 Church Street, New York 8, 
N.Y.), November, 1955. 75 cents. One of 
the most important persons for a man in 
middle management to develop is himself, 
the author believes. He offers a number 
of suggestions; one example: ask the boss 
for his frank opinion and advice 


ADVENTURE OR ROUTINE. By David McCord 
Wright. Harvard Business Review (Sol- 
diers Field, Boston 63, Mass.), September- 
October, 1955. $2.50. It is adventure, 
experimentation, venturing into the un- 
known, that supply vigor and growth to an 
economic system, says the author. He urges 
that capitalism be kept “loosely organized 
and genuinely competitive, with due con- 
sideration for a floor under security,” to 
encourage the adventurer 
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WAR AND PEACE IN LABOR RELATIONS. By 
Robert N. McMurry. Harvard Business Re- 
view (Soldiers Field, Boston 63, Mass.), 
November-December, 1955. $2.00. The 
author examines industry's current ap- 
proaches to the union, reduces them to 
four “philosophies” ranging from far left 
to far right, and finds them all deficient 
in realism. He describes in detail an alter- 
native “preventive program’ of winning 
employee allegiance not by fighting the 
union but by active concern with the 
satisfaction of employee needs 


BIRTH OF A TRAINING ORGANIZATION. By 
Seward H. French, Jr. and Harold Guetz- 
kow. Personnel Journal (P.O. Box 239, 
Swarthmore, Penna.), November, 1955. 75 
cents. This case study reports how one 
firm, the Crucible Steel Co. of America, 
organized its first training unit on the 
basis of a carefully evaluated opinicn 
survey plus experience gained in a pilot 
program. First focus was on management 
training, because unless management men 


followed company policy “no amount of 
exhortation by a trainer could make the 
employees take the policies seriously.” 


INDUSTRY GOAL: SIMPLE EMPLOYEE LOYALTY 
CHECK. By Tris Coffin. Nation's Business 
(U.S. Chamber Building, Washington 6, 
D.C.), December, 1955. 60 cents. The 
author examines current methods of se- 
curity-checking industrial employees having 
access to confidential information;  dis- 
cusses problems and contradictions en- 
countered in applying these methods; and 
suggests that a better plan may be de- 
veloped by industrial and governmental 
groups during the coming year. A check- 
list of 22 items barring security clearance 
is included. 


HOW SHALL WE DEAL WITH LABOR UNION 
MONOPOLIES? By Donald R. Richberg. 
Vital Speeches (33 West 42 Street, New 
York 36, N.Y.), December 1, 1955. 30 
cents. Organized labor has _ gradually 
moved, in the author's view, into the 
position of “a monopolistic controller of a 
more and more socialized economy.” He 
calls for legislation to insure enforcement 
of ordinary criminal laws in labor disputes, 
to end the closed shop and compulsory 
union membership, and to render unions 
subject to anti-trust prosecution. 


January, 1956 


SHOULD YOU TELL THEM EVERYTHING? By 
Joseph H. Foegen. Advanced Management 
(74 Fifth Avenue, New York 11, N.Y.), 
November, 1955. $1.00. What vou don’t 
tell employees may convey more meaning 
than what you do tell them, the author 
suggests. He reviews arguments for and 
against free communication, presents the 
practices of several companies, and con- 
cludes that practically all information on 
business operations can be shared. 


SECURITY IN LATER LIFE. By Thomas C. 
Desmond. Today's Health (535 North 
Dearborn Street, Chicago 10, Ill.), De- 
cember, 1955. 35 cents. Security after 
retirement means more than dollars—im- 
portant though the dollars are—points 
out the author, a New York State Senator 
who has made a study of the problems of 
older people. True happiness depends on 
five kinds of security: economic, spiritual, 
social, intellectual, and “auto-security,” or 
faith in one’s own worth and creativity. 


AN INTERVIEWER'S IMPRESSIONS. By J. R. 
Clarke. Journal of College Placement (123 
South Broad Street, Philadelphia 9, Pa.), 
October, 1955. $1.00. Though today’s col- 
lege graduates have a broader and more 
ambitious outlook than those of a few 
years ago, they tend to be over-opportun- 
istic in pre-graduation job negotiations, 
says the author, who is director of in- 
dustrial relations of the Stewart-Warner 
Corporation. He suggests that college 
placement officials revise their procedures 
so as to require harder work and greater 
selectivity from both company interviewers 
and job applicants. 


FIGURING EMPLOYMENT AND UNEMPLOY- 
MENT STATISTICS. By Ewan Clague. New 
York Regional Office, Bureau of Labor 
Statistics, U.S. Department of Labor (341 
Ninth Avenue, Room 1023, New York 1, 
N.Y.) Gratis. When is a person unem- 
ployed? When is he non-employed (not 
working and not seeking work) instead? 
Because answers to such questions depend 
on people's ideas as well as on their 
activities, unemployment figures are subject 
to unavoidable uncertainties, the author 
points out. In this paper he describes the 
devices used to obtain statistics in this 
field. 








OFFICE MANAGEMENT 





PROCESSING AND USING RECORDS IN A 
BUSINESS ARCHIVE. By Stanley K. Graham. 
Special Libraries (31 East 10 Street, New 
York 3, N.Y.), November, 1955. 75 cents. 
The Ford Motor Company archives were 
set up by directive from top management 
five years ago, to preserve and render 
readily accessible the historical records of 
the company. In this article, a member 
of the archives department describes the 
preservation, filing, and cataloguing pro- 
cedures. 


HAVE YOU CHECKED YOUR REPORTS LATELY? 
By Leslie H. Matthies. Office Management 
(212 Fifth Avenue, New York 10, N.Y.), 
December, 1955, 35 cents. Clifford Peter- 
son, manager of a medium-sized plant, 
found he was receiving 114 reports a 
month, of which only 10 were useful to 
him. Further checking established that his 
plant was producing 824 different reports 
every 30 days, at an average cost of $50; 
few were needed by everyone who re- 
ceived them, and at least one weekly re- 
port was needed by nobody! 


WILL NEW METHODS OF DATA PROCESSING 
AFFECT ORGANIZATION PLANNING? By 
Herbert O. Brayer. American Business 
(4660 Ravenswood Avenue, Chicago 40, 
Ill.), November, 1955. 35 cents. Will 
integrated data processing (IDP) and 
electronic data processing (EDP) force a 
return to centralized business organization? 
The consensus of over 200 experts and 
top administrators (some quoted) is that 
IDP is a system of operation, not a ma- 
chine; it can be used by business units 
of any size. Use of EDP, however, may 
create a trend toward centralized account- 
ing and clerical operations 


HOW TO PLAY OFFICE POLITICS. Changing 
Times (1729 H. Street, Washington 6, 
D.C.), December, 1955. 50 cents. Few 
organizations, the authors believe, are com 
pletely free of office politics—a more or 
less selfish, more or less open, struggle for 
promotions, power, even job survival. Ad- 
vice on how to play the game, and a 
checklist for evaluating one’s own pro- 
cedure, are given here. 





PRODUCTION MANAGEMENT 





HOW TO SAVE DOLLARS WITH PURCHASING 
RESEARCH. By F. G. Jenkins. Purchasing 
(205 East 42 Street, New York 17, N.Y.), 
November, 1955. $1.00. Small companies 
as well as large ones can save substantially 
through research, the author points out. 
He describes the successful procedures of 
a two-person purchasing research depart- 
ment at the Sprague Electric Co.; one of 
the most important approaches is to simpli- 
fy needs and thus become able to con- 
solidate purchases. 


HOW MUCH DO HANDLING ACCIDENTS 
cost? By L. A. Faulkner. Flow (1240 
Ontario Street, Cleveland 13, Ohio), De- 
cember, 1955. 50 cents. Material-handling 
accidents, asserts the author, cost U.S. 
industry at least as much as any other 
single type of industrial injury. This 
practical and informative article reviews 
the causes of material-handling injuries 
and tells how to go about analyzing and 
controlling the problem in the plant. 


70 


THE MECHANIZATION PROFILE—A TOOL FOR 
MEASURING AUTOMATION. By James R. 
Bright. The American Society of Me- 
chanical Engineers (29 West 39 Street, 
New York 18, N.Y.), Paper No. 55-A-165 
50 cents. There is no such thing today as 
a push-button factory; both the level of 
automation and the width of its use in 
industry have been exaggerated because of 
confusion in terms, the author believes 
He presents a valuable method of charting 
both the present and the desirable degree 
of automation in production systems. 


WHAT'S THE TREND IN PHYSICAL EXAMINA- 
TIONS IN INDUSTRY? By M. N. Newgquist, 
M.D. Plant Administration (481 Univer- 
sity Avenue, Toronto, Ont.), August, 
1955. Both workmen's compensation pay- 
ments and actual injuries in industry 
are dramatically decreased by adequate pre- 
employment physical examinations, Dr. 
Newquist points out. He outlines the mini- 
mum requirements for such examinations 
and for periodic health audits of employees. 
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KEEP YOUR PRODUCT GROWING. Steel 
(Penton Building, Cleveland 13, O.), No- 
vember 14, 1955. 50 cents. Close to $4 
billion was spent last year for industrial 
research and development; as competition 
puts increasing emphasis on new, better, 
and cheaper products, even small firms 
find research necessary. This article sug- 
gests criteria for how much to spend, 
what goals to set, what results to expect, 
and whether—and when—to use outside 
organizations 


MISSING INGREDIENT IN SALES TRAINING. 
By John M. Frey. Harvard Business Re- 
view (Soldiers Field, Boston 63, Mass.), 
November-December, 1955. $2.00. Books 
and courses on the techniques of success- 
ful selling don’t provide salesmen with 
the understanding of human _ relations 
needed in today’s customer-oriented 
market, says the author. Sales trainers 
should scrap rules and maxims in favor 
of a more flexible “frame of reference” 
approach toward behavior, plus guided ex- 
perience which equips the trainee to meet 
a wide variety of situations. 


THE REYNOLDS STORY. Industrial Marketing 
(200 East Illinois Street, Chicago 11, 
Ill.), October, 1955. 25 cents. A survey 
of the marketing and merchandising setup 
of a firm which has shown tremendous 
growth. Two practices, it is felt, have 
played a leading role in Reynolds expan- 
sion: a design service which constantly in- 
novates new products or new uses for old 
ones, and a specialized approach to in- 
dustrial buyers. 


MARKETING ON THE MOVE. Sales Manage- 
ment (386 Fourth Avenue, New York 16, 
N.Y.), November 10, 1955. $1.00. The 
editors have drawn on experts for pro- 
jections and forecasts covering marketing 
in the next decade. Their material is di- 
vided into three main sections: the national 
economy as it is likely to develop during 
the decade ending 1965; localized growth 
prospects by regions, states, cities; and 
market prospects for each of 113 leading 
industries 


NATIONAL DIRECTORIES FOR USE IN MAR- 
KETING. Business Service Bulletin (U. S. 
Department of Commerce, Washington 25, 
D. C.), No. 123, May, 1955. Gratis. A 
selected and indexed listing of national 
directories of business establishments in 
various fields—as for example, electric 
wholesalers or chain drugstores—purchasing 
goods for resale. Directories of some pro- 
fessions and businesses buying for their 
own use are included. 


SALES INCENTIVES ALIGNED TO COMPANY 
OBJECTIVES. By A. G. Patard. N.A.C.A. 
Bulletin (505 Park Avenue, New York 
22, N.Y.), October, 1955. 75 cents. To 
be effective, a salesman’s incentive bonus 
plan must be easy to understand, fair, and 
individual. The author gives the history 
of successive incentive plans in his com- 
pany, Sylvania Electric Products, Inc., and 
describes the current plan, which is based 
on sales quotas established on the basis 
of market research in each man’s sales 
territory. 





FINANCIAL MANAGEMENT 





CAPITAL BUDGETING. Special of The 
Journal of Business (5750 Ellis Avenue, 
Chicago 37, Ill.), October, 1955. $1.75. 
Seven articles are presented in this feature 
issue about capital budgeting, on problems 
of: rationing capital; measuring its cost; 
payoff period and rate of profit; the MAPI 
system for evaluating equipment-replace- 
ment proposals; residual values; capital 
expenditure management; and administra- 
tive organization in capital budgeting. 


issue 


January, 1956 


MANAGEMENT APPRAISES DIRECT COSTING— 
A PLAY. By Ralph W. Sauber. N.A.C.A. 
Bulletin (505 Park Avenue, New York 22, 
N.Y.), December, 1955, Section 1. 75 
cents. Through discussion at an imagi- 
Mary executive committee meeting, the au- 
thor compares conventional presentation of 
monthly income statements with the newer 
direct costing method which, he believes, 
relates profits more understandably to costs 
and sales. Because this method communi- 
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cates current data more clearly to manage- 
ment, he says, it can contribute tremen- 
dously to the efficient operation of a 
business. 


DEVELOPING ACCOUNTING - PRACTICES 
AMONG EXECUTIVES. By C. R. Fay. The 
Controller (2 Park Avenue, New York 16, 
N.Y.), September, 1955. 60 cents. Top 
management needs help from the controller, 
the author believes, in developing an under- 
standing of accounting procedures, both as 
an aid to decision and for better teamwork 
with the financial officers. Here he outlines 
the pertinent considerations involved in 
three areas: techniques and theory of 
accounting, planning, and control. 


DIMENSIONS OF EFFECTIVE BUDGETING. By 
D. C. Jones and W. G. Titmas. N.A.C.A. 
Bulletin (50% Park Avenue, New York 
22, N.Y.), October, 1955. 75 cents. In- 


telligent budgeting, the authors say, can 
be accomplished only by improving the 
attitudes and skilis of those who spend 
the money; in the case described, the 
front-line supervisors. They tell how the 
initiation of budgeting for a division of 
a machinery manufacturing company de- 
veloped into a program of education for 
all management personnel. 


WHAT ABOUT PROFIT SHARING? By W. 
Irvin Brennan. American Business (4600 
Ravenswood Avenue, Chicago 40, IIl.), 
August, 1955. 35 cents. GAW may have 
little appeal to employees of some 18,000 
firms with profit-sharing plans, the author 
believes, because “under such plans, the 
beneficiaries already have everything that a 
guaranteed annual wage could safely assure 
them.” He describes 12 types of profit- 
sharing under two principal categories: 
cash plans and deferred payment plans 





INSURANCE MANAGEMENT 





INCREASE OF HAZARD. By Donald N. 
Clausen. Best’s Fire and Casualty News 
(75 Fulton Street, New York 38, N.Y.), 
November, 1955. 50 cents. If risks under 
an insurance policy are substantially in- 
creased, as for instance by bringing ex- 
plosives into the premises, and if loss 
occurs, the insurance may be held sus- 
pended whether or not the increased risk 
caused the loss. The author reviews court 
decisions on this point and also on the 
question of knowledge and/or control of 
the insured over increased risk. 


A CALM VIEW OF VARIABLE ANNUITIES. 
By Louis W. Dawson. The Weekly Un- 
derwriter (116 John Street, New York 
38, N.Y.), December 3, 1955. 25 cents. 
Public demand is growing for some 
method that will combine the benefits of 
equity investment with the annuity 


principle, the author asserts; in his view, 
the possible benefits outweigh the risks. 
He favors enabling legislation subjecting 
variable annuities to “proper safeguards,” 
including regulation by state insurance 
departments. ° 


A REVIEW AND PREVIEW OF PHYSICAL 
DAMAGE AND TIME ELEMENT INSURANCE. 
By J. T. Fish. The Weekly Underwriter 
(116 John Street, New York 38, N.Y.), 
November 26, 1955. 25 cents. What's 
ahead in factory insurance? The author, 
vice-president of the Protection Mutual 
Insurance Co., sees in the near future 
complete boiler and machinery breakdown 
indemnity, output coverage, protection 
against extended interruptions of produc- 
tion caused by physical damage, and in- 
surance against loss caused by release of 
nuclear energy. 








AMA PERSONNEL CONFERENCE 


The Midwinter Personnel Conference of the American Management 
Association will be held on Wednesday, Thursday, and Friday, Feb- 
ruary 15-17, at The Palmer House, Chicago. 
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The success of your marketing program depends on 
reliable information. How can you get reports from the 
field that are complete, accurate, and useful? How can 
you benefit from new and tested solutions to the 
marketing problems of other leading companies? 

You can find this information in AMA‘s Marketing 
publications. These books provide you with collective 
experience—comprehensive reports on the latest 
developments in marketing management. They tell you 
how to get more for your marketing dollar. 


REPORT FORMS AND PROCEDURES FOR 
SUCCESSFUL SALES ADMINISTRATION 


Six successful sales executives show how basic communications problems 
have been solved in their companies: getting information to and from the 
sales force; what marketing managers need to know about manufacturing 
and engineering operations; sorting the facts—the sales chief's responsibility; 
keeping top management informed; etc. Sample reports, charts, and work- 


sheets. SpeciaL Report No. 2. $2.50 (AMA members: $1.75). 


A COMPANY GUIDE TO 
THE SELECTION OF SALESMEN 


Who is the ideal salesman? How do you find him? How do you select him? 
This research report gives you the answers, based on the current practice and 
research of 180 companies. Here are facsimiles of actual forms-—adaptable to 
your own special needs—that will help you build a top-flight sales force: per- 
sonal history forms, interviewer’s guides and records, job descriptions, rating 
sheets, etc. ResearcH Report No. 24. $4.75 (AMA members: $3.50). 


GUIDES TO STRENGTHENING 
THE SALES EFFORT 


Shows you how to increase your sales by getting the most out of your ad 
agency and by effective promotion of new products. Tells you when and how 
to use a management consultant, how to make effective use of an “assistant 
to” the sales chief, and how to develop an effective sales communications sys- 
tem. Includes a case study in marketing a major new product. MARKETING 
Series No. 95. $1.75 (AMA members: $1.00). 


BROADENING THE 
SALES DEPARTMENT’S ROLE 


What are the responsibilities of sales management? Four company presidents 
give their answers. Another executive looks into the future to see what the 
sales manager’s job will be ten years from now. Included are: Keeping Pro- 
duction Lines Operating, Tying Sales Planning to Over-all Company Objec- 
tives, Developing a Profit Viewpoint in the Sales Force, and Guiding Decisions 
on the Production Line. Marketinc Series No. 94. $1.75 (AMA members: 
$1.00). 


Order from DEPARTMENT MJ, AMERICAN MANAGEMENT ASSOCIATION, 1515 
Broadway, Times Square, New York 36, N. Y. 

AMA will pay normal postage and handling charges on all orders accompanied by check or money 
order. Orders under $5.00 should be accompanied by remittance. Orders of $5.00 or more, unless 
accompanied by remittance, will be bilied for postage and handling charges. Add 3% sales tax 
for orders to be delivered in New York City. 
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designed for decision 


Basically, every AMA publication is designed to help you make 
decisions—the best decisions—about your company’s operations. 
Written by top-ranking industrial managers and staff specialists, 
AMA publications give authoritative, comprehensive coverage of 
the latest developments in management problems and procedures. 
They give you the information you need, when you need it, to 
make the right decisions—the paying decisiois. Here are some 
typical questions that AMA management guides can help you 
answer: 


@ What is your stake in automation and electronic data-processing systems? 


ELECTRONIC DATA PROCESSING IN INDUSTRY 

A comprehensive report to management, describing how automatic data-processing offers unpar- 
alleled speed, accuracy, controls and savings for industry. Tells how to determine whether your 
company should adopt electronic data-processing, how to plan installation of the appropriate 
system, what automatic equipment is now available. Includes a report of company experience 
with small, medium, and large computers, etc. 256 pages. Specita. Report No. 3. $7.75 (AMA 
members, $5.75). 


@ How can you profit from the methods other top companies use to control produc- 
tion costs? 


TESTED APPROACHES TO CUTTING PRODUCTION COSTS: Overhead — 
Materials — Payroll — 


This new report shows you how to determine where and how your costs may be out of line. 
Specialists examine specific areas in which cost-cutting efforts should be most rewarding — pur- 
chasing, indirect labor, materials handling, the manufacturing cycle, quality control, traffic, inven- 
tory management, maintenance, paperwork. Includes highlights of four effective cost-reduction 
programs. 128 pages. Speciat Report No. 4. $3.75 (AMA members, $2.50). 


® How can an effective management training program strengthen your organization 
structure? 


CURRENT PRACTICE IN THE DEVELOPMENT OF MANAGEMENT PERSONNEL 
A survey of management development techniques used by over 200 companies. This report 
examines current company practices, the purpose, scope and subject matter of the programs, and 
suggests how you can get the most from your own program for developing and training man- 
agerial personnel. Presents fundamental principles of management development. 36 pages. 
Researcu Report No. 26. $1.75 (AMA members, $1.25). 





Order from DEPARTMENT MY, AMERICAN MANAGEMENT ASSOCIATION, 1515 Broadway, 
Times Square, New York 36, N. Y 
eas ap Pee gl postage and handling charges on all orders accompanied by check or money order. Orders 


ePNT Ee under $5.00 should be accompanied by remittance. Orders of $5.00 or more, unless accompanied by remittance, 
use will be billed for postage and handling charges. Add 3%, sales tax for orders to be delivered in New York City. 





